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Our  Hope  for  Peace  and  Progress 

There  is  a program  before  Congress  to  have  us  help 
the  people  of  Europe  get  back  on  their  feet.  If  ap- 
proved now,  that  program  will  be  carried  out  over  the 
next  four  years.  Each  year  requires  a new  decision  on 
it,  if  it  is  to  continue. 

What  we  let  our  Congress  do  with  that  plan  now 
and  later  is  going  to  determine  whether  there’s  to  be 
hope,  progress  and  peace  in  our  world — or  something 
else.  The  decisions  of  Congress  mean  fateful  events  to 
every  parent  in  the  country,  every  growing  boy  and  girl, 
every  working  man  and  woman,  every  church  member, 
everybody  who  knows  that  being  a citizen  also  means 
being  responsible. 

Summary 

This  report  is  based  on  a critical  study  of  all  the  figures 
developed  by  the  sixteen  Western  European  countries,  by  our 
own  Government,  and  the  committees  working  on  the  European 
recovery  program.  The  conclusions  of  the  report  are  these : 

1.  There  is  hope  in  this  program.  The  world  is  moving 
ahead,  and  large  parts  of  it  are  trying  to  move  ahead  together. 
In  our  lifetime,  we  may  see  a United  Europe,  and  if  that  is  suc- 
cessful, perhaps  a United  World.  This  is  worth  some  hard 
fighting  in  peaceful  ways.  It  makes  sense  for  those  who  think 
in  terms  of  life,  and  its  values.  It  makes  sense  for  those  who 
think  in  terms  of  business.  It  gives  us  and  our  children  some 
chance  for  a good  future. 

2.  But  if  we  should  let  Europe  go  to  pieces,  or  substitute  a 
relief  program  for  a recovery  program,  it  will  hurt  us  in  four 
ways : 

It  will  hurt  our  chances  for  peace. 

It  will  make  us  spend  more  for  military  purposes  than  we 
need  to  invest  for  this  help. 

It  will  hurt  our  trade,  put  people  out  of  work,  and  raise 
our  prices  still  higher. 
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It  will  regiment  life  in  our  country  as  well  as  abroad. 

It  will  hurt  the  people  of  Europe  in  four  ways : 

It  will  leave  them  hungry,  cold  and  shelterless. 

It  will  take  away  their  hope  of  living,  working  and  eating 
decently — their  hope  of  progress.  And  with  that  will 
go  all  their  faith  in  democracy.  They  will  go  under 
various  iron  curtains,  blindly  searching  for  food  rather 
than  liberty. 

It  will  take  away  their  personal  freedom,  and  then  their 
national  independence. 

The  United  Nations  will  break  up  as  a result. 

3.  The  European  Recovery  Program  which  the  Administra- 
tion put  up  to  Congress  for  approval  in  December  1947,  is  too 
small  rather  than  too  big.  In  its  present  size  it  won’t  do  the  job 
for  a number  of  reasons : 

Many  people  in  Europe  will  still  be  somewhat  hungry, 
somewhat  cold  and  without  adequate  shelter  under  the  pro- 
posed program  if  they  attempt  to  spend  a fifth  of  all 
their  effort  building  new  plant  and  equipment,  as  their 
plan  contemplates. 

They  aren’t  going  to  produce  and  import  anything  like  the 
increased  amounts  of  coal,  fuel,  steel  and  energy  per  person 
that  we  needed  to  get  out  of  our  depression  of  the  1930’s. 

The  program  has  no  reserve  for  political  sabotage  or  bad 
weather. 

The  program  asks  too  much  of  their  people  and  has  no 
margin  for  contingencies.  It  will  probably  not  stimulate 
the  amount  of  private  and  International  Bank  financing 
that  the  Administration  counts  on.  So  all  the  goals  will 
shrink. 

The  people  of  Europe  haven’t  yet  been  told  that  they  are 
expected  to  work  harder  than  they  ever  did,  and  at  the 
end  will  be  no  better  or  little  better  off  than  they  were  in 
1938. 
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They  will  not  be  able  to  export  all  that  they  are  called  on 
to  send  abroad,  and  won’t  be  able  to  import  enough  to  really 
stabilize  their  currencies. 

They  may  not  be  able  to  get  the  huge  amounts  of  food, 
coal  and  potash  that  our  Administration  expects  them  to 
get  from  Eastern  Europe. 

They  won’t  be  able  to  get  the  financing  from  Latin  Amer- 
ica that  our  Administration  thinks  they  can  get. 

At  the  end  of  the  four  year  period  of  the  recovery  pro- 
gram, they  may  still  have  an  annual  deficit  of  almost  3 
billion  dollars  with  the  rest  of  the  world,  and  no  dollars 
with  which  to  cover  it. 

4.  We  can  and  should  do  a better,  bigger  and  safer  job  for 
Europe  and  ourselves  than  our  Administration  proposed.  Here 
are  six  ways,  covering  five  years : 

We  should  ship  them  an  additonal  58.5  million  more  tons 
of  coal. 

We  should  invest  $20  million  in  improving  our  nitrate  fa- 
cilities and  ship  them  110,000  tons  of  nitrate  from  these 
new  plants.  The  plants  will  be  a big  help  to  our  own 
farmers. 

We  should  invest  another  $20  million  in  expending  our 
potash  facilities,  and  ship  them  from  these  new  facilities 
720,000  tons  of  potash.  These  plants,  too,  will  be  a big 
help  to  our  farmers. 

We  should  make  up  their  insufficient  diet  by  shipping  them 
an  extra  2,000,000  tons  of  sugar,  buying  it  offshore.  There 
will  be  plenty  of  it. 

We  should  stand  ready,  by  1952,  when  we  have  available 
factory  capacity,  to  send  them  $3  billion  more  in  capital 
equipment. 

We  should  have  an  emergency  program  ready  only  in  case 
the  Eastern  European  countries  won’t  export  what  Western 
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Europe  needs.  It  will  (and  this  is  the  only  item  that  will 
pinch  us)  give  them  each  one  extra  pound  of  bread  a week 
by  lean- feeding  our  hogs.  That  will  mean  an  additional 
237,000,000  bushels  of  grain  a year  and  mean  3/10  of  a 
pound  less  pork  for  each  of  us  each  week. 

Neither  the  nitrates,  potash,  sugar  or  capital  equipment 
parts  of  this  added  program  are  going  to  raise  prices  by 
a penny.  We  don’t  need  to  let  the  lean-hog  feeding  do  it, 
either. 

5.  We  can  and  should  make  the  management  of  the  program 
businesslike,  and  put  it  above  any  suspicion  of  our  private  gain 
in  Europe  or  our  dictatorship  over  any  part  of  Europe.  We 
should  also  make  it  an  all-citizen  job,  like  the  Friendship  trains, 
by  having  an  active  advisory  committee  of  farmers,  and  plain 
people  from  men  and  women’s  clubs,  labor  unions,  business 
groups,  cooperatives  and  churches.  This  public  committee 
should  be  on  the  job  all  the  time — and  most  of  the  time  in 
Europe.  We  should  let  the  people  of  Europe  see  what  de- 
mocracy in  action  really  looks  like. 

6.  We  can  and  should  get  the  United  Nations  into  this  pro- 
gram at  the  earliest  opportunity.  We  should  hold  open  the 
doors  of  trade,  loans  and  agreements  with  Eastern  Europe, 
and  the  U.S.S.R.  all  the  time.  The  moment  they  are  willing  to 
unite  their  recovery  programs  with  those  of  Western  Europe, 
we  should  urge  our  Congress  to  ask  the  United  Nations  to  begin 
sharing  active  responsibility  for  the  combined  programs. 

We  can  help  eliminate  foreign  suspicion  of  the  program  by 
amending  it  (as  the  emergency  aid  program  was  amended)  to 
forbid  the  use  of  these  recovery  funds  for  arms  and  ammunition. 

7.  This  job  of  helping  our  European  neighbors  into  produc- 
tion and  independence  again  can  increase  the  possibilities  of 
peace,  and  of  a strong  United  Nations.  The  Administration’s 
program  isn’t  quite  big  enough  to  do  that.  It’s  an  attempt  to 
do  the  job  too  cheaply.  It’s  an  unintentional  invitation  to  failure. 
The  other  alternative  of  cutting  it  still  further  to  a relief  pro- 
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gram  means  an  endless  strain  on  our  food  and  resources,  a 
Europe  that  lias  entered  a desperate  civil  war  period  like  Spain 
in  1937  and  Greece  today,  a vast  military  budget,  and  probably 
two-year  service  for  our  young  men  under  U.M.T.,  an  end 
of  the  United  Nations  and  of  all  hope  for  peace. 

The  people  of  America  can  fight  for  their  own  future — and 
that  of  their  children — when  they  fight  for  a really  adequate 
recovery  program  in  Europe.  There’s  hope  in  it.  There’s  the 
promise  of  peace  in  it.  There’s  liberty  in  it.  There’s  the  welfare 
and  prosperity  of  our  own  Nation  in  it. 
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Part  I 


THE  TASK  TO  BE  ACCOMPLISHED 

The  Causes  for  the  Recovery  Program 

Before  the  war  Western  Europe  was  one  of  the  great  work- 
shops of  the  world.  It  exported  to  all  parts  of  the  world  and 
bought  raw  materials,  food  and  machinery.  During  the  war 
large  amounts  of  capital  equipment  were  destroyed — factories, 
power  plants,  oil  refineries,  railroads,  freight  cars,  barges.  Other 
equipment,  operated  at  war-time  speed,  was  worn  out.  The  soil 
was  impoverished.  The  capital  damage  was  over  $100  billion. 

On  top  of  that  the  people  of  most  Western  Europe  had  their 
food  and  valuables  taken  by  Germany.  Their  working  force 
was  in  large  part  transferred  to  German  factories,  mines  and 
farms.  Their  currency  was  printed  and  used  by  their  con- 
querors. At  the  end  of  the  war  the  countries  were  all  heavily 
in  debt,  without  enough  dollars  to  buy  raw  materials  or  to  get 
their  factories  rebuilt  and  started,  and  without  enough  food. 
Money  wages  could  buy  nothing,  so  inflation  set  in.  The  middle 
classes  began  to  be  wiped  out. 

American  aid  was  unfortunately  largely  in  the  form  of  relief. 
We  were  giving  them  food,  but  not  the  things  they  needed  to 
produce.  Instead  of  giving  them  a cow,  we  kept  on  giving  only 
milk — figuratively.  On  top  of  all  this  the  old  European  econ- 
omy, in  which  Germany  was  the  greatest  seller  and  buyer,  was 
wiped  out. 

The  people  of  the  liberated  nations  bad  hoped  for  much  from 
a victory  of  the  democracies.  Instead,  they  got  wrangling  be- 
tween the  two  great  surviving  powers.  They  got  continued 
hunger,  continued  cold,  continued  inflation,  continued  living  in 
war  damaged  houses.  They  got  the  horrible  weather  of  1947, 
with  floods  and  freezing  in  the  winter,  and  a drouth  in  the  sum- 
mer worse  than  any  in  100  years.  Their  physical  strength 
began  giving  out.  Their  hopes  were  ending.  By  the  Spring 
of  1948,  their  misery  was  already  more  than  eight  years  old. 

The  Communists  decided  to  strike.  They  secured  desperation 
votes  in  Italy  and  France,  and  became  the  largest  single  party 
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in  each  country,  and  secured  control  of  the  labor  unions.  They 
worked  with  the  farmers  to  break  the  liberal  governments  by 
withholding  food  from  the  city  people  until  prices  went  higher. 
In  the  summer  of  1947,  after  our  Secretary  of  State  had  invited 
all  the  nations  of  Europe  to  work  out  a cooperative  plan  for  re- 
covery— each  helping  the  other  with  available  materials — the 
Russians  decided  to  oppose  such  recovery.  They  argued  that  it 
meant  American  control  of  Europe.  Then  the  Communists  of 
France  and  Italy  began  political  sabotage  in  the  key  industrial 
fields — factories,  railroads  and  ports — to  break  down  European 
recovery.  In  the  weakest  of  the  European  nations — Greece — 
they  began  civil  war.  American  support  of  reactionary  govern- 
ments played  into  their  hands.  The  cold  war  had  begun.  The 
people  of  Europe  became  scared  of  again  being  the  center  of  an- 
other world  war. 

Communist  claims  that  America  intended  to  control  Europe 
were  heard  day  and  night,  and  began  to  leave  an  impression  upon 
the  masses  of  people.  This  impression  that  our  human  decency 
and  our  desire  for  European  recovery  were  all  parts  of  a cold 
Machiavellian  plot  on  our  part  to  gain  control  of  them  will  have 
to  be  eradicated  rapidly.  Peoples  can  only  move  forward  to- 
gether in  complete  trust. 

Our  own  Administration  began  to  realize  somewhat  belatedly 
several  things.  The  first  was  that  peoples  who  were  so  long 
deprived  of  the  opportunity  to  work  and  thereby  get  adequate 
shelter,  food  and  warmth,  were  in  danger  of  surrendering  their 
political  liberties  exactly  as  the  German  people  did  in  the  de- 
pression of  the  early  nineteen-thirties.  Second,  the  people  of 
Europe  were  in  danger  of  losing  their  national  political  and  eco- 
nomic independence.  Communist  Governments  meant  Russian 
control.  Third,  European  well-being  and  political  independence 
were  necessary  for  peace.  Fourth,  they  were  also  necessary 
for  trade  and  for  our  own  economic  well-being,  including  jobs 
for  our  people.  Fifth,  our  actions  in  hastily  terminating  lend- 
lease  and  in  converting  UNRRA  into  relief  only  were  ill-con- 
sidered and  uneconomical  actions.  Sixth,  Europe  on  relief, 
with  no  additional  help,  could  never  get  back  on  its  feet. 
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This  would  simply  be  a continuing  if  not  a permanent  drain  on 
our  food  and  other  resources. 

What  the  European  Recovery  Program  Is 

This  program  grew  out  of  these  understandings.  We  saw  it 
as  a way  to  help  peace,  to  aid  the  European  nations  to  work  co- 
operatively together  and  also  help  our  own  economy.  It  did  not 
start  as  an  anti-Communist  program,  for  the  U.  S.  S.  R.  and 
the  nations  it  controls  in  Eastern  Europe  were  invited  to  par- 
ticipate. They  refused.  Sixteen  others  decided  to  participate. 
They  are:  Austria,  Belgium,  Denmark,  Eire,  France,  Greece, 
Iceland,  Italy,  Luxembourg,  the  Netherlands,  Norway,  Portu- 
gal, Sweden,  Switzerland,  Turkey  and  the  United  Kingdom 
(British  Isles).  The  Western  zones  of  Germany  (under  U.  S., 
British  and  French  control)  are  also  part  of  the  economic  whole. 

These  nations  met  in  Paris,  in  the  Fall  of  1947,  established  the 
Committee  of  European  Economic  Cooperation  (called 
C.E.E.C.),  and  worked  out  a four  year  program  for  self-help. 
It  was  a large  program,  and  showed  a deficit  in  dollars  of  about 
$29  billion.  This  they  hoped  that  the  United  States  would  help 
to  provide.  At  our  suggestion,  this  program  and  the  resulting 
deficit  were  cut  considerably  before  the  C.E.E.C.  made  its  final 
report. 

Three  groups  inside  the  Administration  made  a study  of  our 
ability  to  aid  with  our  various  resources.  The  Krug  Committee 
found  that  the  drain  for  the  four  years  1948-51  would  be  less 
than  the  rate  of  drain  in  the  high  export  year  of  1947.  With 
some  exceptions,  it  found  that  we  could  afford  to  export  at  a 
fairly  high  rate.  The  Council  of  Economic  Advisers  found  that 
the  American  economy  could  stand  the  strain — but  could  stand 
it  better  with  some  controls.  Then  a public  group,  the  Presi- 
dent’s Committee  on  Foreign  Aid,  examined  some  of  the 
C.E.E.C.  figures  and  reported.  It  made  some  recommendations 
for  additional  aid  (coal  and  nitrates).  A House  of  Represent- 
atives Committee  under  the  Chairmanship  of  Mr.  Christian 
Herter,  made  a series  of  reports  to  Congress.  In  general,  it 
found  the  needs  to  be  much  as  the  C.E.E.C.  had  stated  them. 
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When  these  other  groups  were  finished  with  their  work, 
experts  from  the  top  levels  of  the  Executive  Branch  of  our 
Government  produced  a figure  that  represented  their  best  judg- 
ment of  the  minimum  amount  of  help  that  was  needed  from — 
and  could  be  given  by — tbe  United  States.  These  are  the  figures 
referred  to  throughout  this  report  as  “the  Administration’s 
proposal.” 

The  revised  C.E.E.C.  figures  had  shown  a probable  trading 
deficit  with  the  American  continents  over  the  period  1948-51 
of  $22.44  billion.  To  get  that  low  the  Europeans  had  to  assume 
that  the  prices  of  their  imports  would  fall  considerably  while 
the  price  of  their  exports  would  rise.  The  figures  that  were  put 
before  Congress  by  the  Administration  showed  a deficit  rang- 
ing between  $20  billion  and  $22.7  billion. 

The  Drain  on  Us 

The  program  proposed  by  the  Administration  involved  United 
States  Government  support  of  $17  billion  over  four  years,  about 
$4.25  billion  per  year.  Part  of  this  was  to  be  in  the  form  of 
loans.  But  if  all  of  it  were  in  the  form  of  grants,  the  cost  to  each 
person  in  the  United  States  would  be  about  $29.18  for  each  of 
the  four  years. 

This  burden  would  be  offset,  if  the  program  is  successful,  by 
increased  exports  and  imports,  by  lower  prices  for  raw  ma- 
terials than  would  be  obtainable  if  Western  Europe  and  its 
colonial  dependencies  became  part  of  another  political  and  eco- 
nomic system,  and  by  lower  appropriations  for  military  prepara- 
tions than  would  otherwise  be  necessary. 

The  direct  employment  resulting  from  our  exports  in  a low 
export  year  such  as  1938  has  been  estimated  by  tbe  Bureau 
of  Labor  Statistics  to  have  been  1,500,000  people.1  This  does 
not  include  any  of  the  people  who  received  employment  by  sup- 
plying this  group  with  food,  commodities  and  services.  In  the 
first  half  of  1947, — a high  export  year — approximately  3,100,000 
of  our  factory  workers,  miners,  railroaders  and  farmers  were 
kept  busy  producing  and  handling  exports.1  The  European  Re- 
covery Program  itself  will  keep  approximately  900,000  of  our 
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people  directly  employed  for  four  years.1  The  gradual  shrink- 
ing of  world  trade  which  would  follow  the  failure  of  the  recovery 
program  would,  of  course,  affect  far  larger  numbers  of  our 
people. 

The  alternative  of  a purely  relief  program  (which  would  result 
from  large  reductions  in  the  Administration’s  proposals)  would 
mean  that  we  would  be  called  upon  for  food  gifts  for  endless 
years.  The  cost  of  this  can  not  be  estimatedly  closely,  but  it 
might  ultimately  be  much  larger  than  the  costs  of  an  adequate 
recovery  program,  if  that  were  begun  now. 

The  simple  fact  that  a failure  of  this  recovery  program  in 
Western  Europe  would  scare  us  into  military  expenditures  far 
more  costly  than  the  program  itself  has  been  stated  at  various 
times  by  high  government  officials  and  others.  Mr.  Thomas 
K.  Finletter,  Chairman  of  the  President’s  Air  Policy  Committee, 
put  this  political  fact  very  succinctly  when  he  said  : “I  agree  with 
Secretary  Marshall  that  without  some  program  to  aid  European 
recovery,  we  shall  have  to  spend  at  least  as  much  for  national 
defense  in  a single  year  as  the  Marshall  Plan  is  expected  to  cost 
in  the  full  four  years  of  its  existence.”  2 

Amounts  Per  Person 

During  the  four  year  period,  the  population  of  the  sixteen 
participating  nations  and  Western  Germany  is  expected  to  aver- 
age 273,500,000  people.  The  funds  coming  from  United  States 
Governmental  sources,  of  approximately  $17  billion,  will  average 
for  their  total  population : 

Over  the  four  year  period : $62.15  per  person. 

Over  each  year  : $15.56  per  person 

The  Size  of  the  Job 

The  Western  European  nations  cooperatively  undertook  to 
do  an  enormous  job.  Since  the  war,  they  had  been  using  their 
manpower  to  build  up  their  broken-down  capital  equipment. 
That  was  the  main  reason  they  made  so  few  consumer  goods, 
and  why  they  got  inflation.  Now,  they  proposed  to  invest  al- 
most one-fifth  (17  percent)  of  all  their  efforts  in  more  capital 
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equipment  during  four  years.  This  meant  about  $77  billion. 
It  meant  more  Spartan  austerity  than  we  have  ever  known, 
and  more  than  any  modern  industrial  nation  has  ever  experienced 
in  peace-time. 

They  also  proposed  to  increase  their  exports  and  imports 
greatly  to  buy  raw  materials  and  food.  They  estimated  a need 
of  importing  from  the  rest  of  the  world  about  $63  billion  over 
the  period,  an  annual  average  of  over  $15  billion.  That  is  to  be 
compared  with  $6.3  billion  of  imports  for  us  in  1946,  at  October, 
1947  wholesale  prices.  They  expected  to  export  goods  and 
services  that  would  cover  all  but  $22.44  billion  of  that  import 
figure. 

On  top  of  that  they  planned  to  pull  up  their  standard  of 
living — almost  to  the  place  it  was  in  1938,  which  was  not  a good 
year  for  any  part  of  Europe  except  Germany.  We  have  to  look 
at  this  from  the  American  point  of  view  for  a moment.  In  1946 
in  the  United  States  the  average  income  per  person  was  about 
$1,270.  In  most  of  Western  Europe  it  was  about  $570  per 
person.  In  Italy,  Germany  and  Austria  it  averaged  less  than 
half  of  that,  about  $235.  For  Turkey,  Greece  and  Portugal 
together,  it  averaged  about  $145.  The  average  for  the  sixteen 
participating  countries  and  Western  Germany  was  around  $380. 
(Over-all  national  income  in  the  Western  European  nations 
with  their  270  million  people  in  1946  was  about  $99  billion 
compared  to  our  $178.2  billion  for  our  population  of  140  mil- 
lion people.) 

The  big  European  recovery  program  was  intended  to  pull  these 
countries  above  their  bottom  level  (where  they  would  be  without 
any  U.  S.  recovery  help)  by  about  the  same  amount  that  the 
United  States  income  came  up  between  1940  and  1944.  Our 
real  income  per  person  increased  by  71  percent  during  that 
period.  But  even  their  proposed  big  program  left  many  of  their 
own  people  working  harder,  eating  less,  using  less,  and  much 
more  badly  housed  than  they  were  in  1938.  Western  Germany, 
in  particular,  is  not  expected  to  approach  its  pre-w^ar  levels,  even 
in  1951.  The  lowered  estimates  made  by  our  Administration  of 
our  contribution  to  that  level  of  recovery  leave  them  in  that  shape. 
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The  four  year  program  is  not  going  to  come  before  Congress 
for  decision  on  the  whole  amount.  In  each  year  of  the  program 
there  will  be  a separate  vote  on  the  aid  to  be  given  in  that  year. 

The  C.E.E.C.  estimated  that  the  sixteen  participating  coun- 
tries would  have  a deficit  with  the  rest  of  the  world  during 
1948  of  $8,275  billion.  However,  our  Administration  figured 
their  deficit  with  the  entire  world  at  $9,338  billion  for  the  15 
months  from  April  1948  through  June  1949.  It  changed  the 
figures  over  to  a fiscal  year  basis,  since  that  is  the  way  our 
Government  keeps  its  books.  It  asked  Congress  to  appropriate 
$6.8  billion  for  that  fifteen  month  period.  It  thought  that  the 
rest  could  be  raised  through  loans  from  various  sources.  Not 
all  of  that  $6.8  billion  would  be  paid  out  in  the  fifteen  months, 
but  it  would  all  be  necessary  to  allow  for  systematic  and  planned 
ordering  of  goods  during  that  period.  The  International  Bank 
thought  that  the  $6.8  billion  figures  was  too  low  by  $800  million.3 

Here  is  where  the  argument  started. 

Was  the  job  worth  doing, — an  investment  in  peace,  employ- 
ment, profits  and  prosperity?  Or  was  it  simply  pouring  more 
money  into  a rathole? 


Findings 

The  reports  of  our  Government  and  of  the  participating  na- 
tions have  been  analyzed  carefully  for  the  purpose  of  seeing 
whether  this  program  can  be  expected  to  be  successful  in  bring- 
ing about  European  recovery.  The  general  conclusions  are  that 
the  Western  European  nations  are  asking  their  people  to  do 
much  more  than  can  reasonably  be  expected  of  them,  and  that  our 
aid  to  them  should  be  increased  somewhat  above  the  Adminis- 
tration’s proposals  to  insure  the  likelihood  that  their  efforts  will 
result  in  a really  effective  and  workable  program. 

In  brief  outline,  the  findings  are  these: 

1.  Western  Europe  cannot  stand  the  continued  austerity 
strain  resulting  from  the  proposed  capital  equipment  program, 
and  without  increased  aid  from  us,  that  part  of  the  program  will 
probably  fail. 
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2.  The  proposed  exports  will  probably  not  be  available  or  find 
markets.  This  will  hamper  the  import  program  and  adversely 
affect  currency  stabilization. 

3.  The  program  now  proposed  is  inadequate  in  regard  to  food, 
warmth  and  shelter.  The  people  of  Western  Europe  will  be 
undertaking  an  enormous  physical  task  while  many  of  them  are 
inadequately  fed,  warmed  and  housed. 

4.  The  proposed  recovery  program  has  no  financial  margin  to 
allow  for  political  strikes  and  sabotage.  In  this  respect  it  is  also 
inadequate. 

5.  The  proposed  program  has  been  cut  to  the  place  where  its 
success  is  dependent  upon  very  large  imports  from  Eastern 
Europe,  and  some  Latin-American  financing.  Both  are  doubtful. 

6.  The  program  now  proposed  by  the  Administration  is  too 
thin,  too  close  to  the  margin  of  failure  to  secure  the  amounts  of 
private  financing  and  International  Bank  loans  ($4.1  billion 
in  the  Western  hemisphere)  which  are  now  counted  on.  As 
these  funds  shrink  the  risks  of  the  rest  of  the  program  rise 
disproportionately. 

1.  The  European  Capital  Equipment  Program 
Is  Too  Hurried 

The  basic  facts  here  are  these:  Western  European  capital 
equipment  is  in  far  worse  shape  than  before  the  war.  The  par- 
ticipating nations  are  planning  to  build  up  80  percent  of  their 
capital  needs  through  their  own  efforts.  They  are  planning  to 
use  about  17  percent  of  their  production  to  do  it.  They  are 
only  getting  about  $1.5  billion  in  finished  equipment  from  aboard 
to  help  them.  Other  materials  for  capital  equipment  will  also  be 
secured  from  abroad.  Their  labor  force  is  not  large  enough  to 
do  this  job  of  restoring  capital  equipment  and  also  produce  the 
consumer  goods  these  nations  need  for  home  consumption  and 
for  exports  that  will  buy  them  raw  materials. 

The  labor  force  now  approximates  100,000,000  people,  per- 
haps somewhat  less  than  in  the  pre-war  years.  It  can  be  esti- 
mated that  the  combination  of  displaced  persons  and  the  1,500,- 
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000  unemployed  in  Italy  * make  up  a total  of  2.25  million  un- 
employed, and  that  there  are  another  2.75  million  people  en- 
gaged uneconomically  in  ineffective  work,  part-time  work  or  in 
black  market  operations.  The  number  of  usefully  employed  may 
therefore  be  increased  by  as  much  as  5 million  people.  The  ef- 
fectiveness of  those  employed  may  be  increased  considerably.  It 
should  be  noted,  however,  that  many  of  these  are  unskilled  work- 
ers. The  Committee  of  European  Economic  Co-operation  said, 
“.  . . the  surplus  available  manpower  is  so  largely  unskilled 
that  it  cannot  be  used  to  any  great  extent  to  meet  immediate  re- 
quirements in  essential  industries,”  and  . . it  seems  probable 
that  about  50  percent  of  the  surplus  workers  available  would 
be  unsuitable  for  immediate  employment  in  these  industries  (coal 
mining,  electric  power,  transport,  communications,  etc.)”5  In 
addition,  the  surplus  available  manpower  in  Italy  cannot  be 
shifted  either  arbitrarily  or  automatically  to  other  areas. 

The  basic  question  is  whether  a labor  force  which  will  average 
approximately  103,200,000  people  between  1948  and  1951  is 
large  enough  to  attain  the  substantial  increase  in  production  over 
the  pre-war  level  which  is  necessary  to  produce  both  capital 
goods  and  consumer  goods. 

The  United  States  experience  suggests  an  answer  to  that  ques- 
tion. In  order  to  increase  our  Gross  National  Product  by 
47  percent  in  value  between  1932  and  1937,  some  7.2  million 
additional  people  had  to  be  employed  in  non-agricultural  occu- 
pations. To  increase  it  by  67.3  percent  in  value  between  1940 
and  1944,  some  7.6  million  additional  non- farm  people  had  to  be 
employed.  These  people  worked  with  good  capital  equipment. 

Another  view  of  the  requirements  can  be  obtained  from  our 
experience  between  1932  and  1944.  The  trend  line  indicates  an 
average  increase  in  non-agricultural  employment  of  about 
800,000  men  for  every  10  percent  increase  in  industrial  activity.6 

If  the  European  labor  force  is  divided  approximately  70  per- 
cent in  industry,  commerce  and  services,  and  30  percent  in  agri- 
culture, an  attempt  to  devote  17  percent  of  the  whole  national 
effort  to  capital  equipment  (including  housing)  would  mean  that 
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approximately  17.5  million  people  (24.2  percent  of  the  non-agri- 
cultural  labor  force)  would  have  to  be  devoted  to  that  purpose 
alone.  That  is  a far  larger  share  than  we  have  ever  devoted  to 
such  purposes,  for  between  1932  and  1937  our  average  an- 
nual private  additions  to  capital  equipment  never  exceeded  10 
percent  of  the  national  income. 

Another  difficulty  to  be  met  in  attaining  their  high  goals 
for  capital  equipment  is  the  timber  shortage.  That  can  act  as 
a bottleneck  at  all  points,  like  our  own  steel  shortage  has  done 
since  the  war.  The  United  States  was  asked  to  export  about 
$408.3  million  of  timber  to  aid  the  program.  This  estimate 
was  cut  by  the  Administration  to  $377  million.  Where  Western 
Europe  will  be  able  to  obtain  its  needed  lumber  remains  in  great 
doubt.  Our  Executive  Branch  said:  “It  is  unlikely  that  the  rest 
of  the  world  (mainly  the  Eastern  European  nations)  will  supply 
40  percent  of  the  import  requirements,  and  furthermore  the 
source  of  30  percent  of  the  requirements  has  not  been  deter- 
mined. If  the  United  States  should  subsequently  be  asked  to 
supply  part  of  the  imports  now  expected  from  the  rest  of  the 
world,  or  part  of  that  now  unassigned,  substantial  adjustment 
in  the  program  would  be  needed.  . . .” 1 

Another  difficulty  in  the  large  capital  program  is  that  it  in- 
volves a shrinkage  of  efforts  to  produce  consumer  goods.  That, 
in  turn,  means  austerity  of  a high  degree.  Such  continued  aus- 
terity endangers  the  program  by  forcing  increased  regulations 
and  internal  controls,  and  by  making  currency  stabilization  more 
difficult.  Probably  the  people  can’t  take  it  as  much  as  their 
Governments  think  that  they  can. 

However,  the  investment  program  is  needed  badly.  Their  in- 
ability to  rebuild  their  ruined  plant  within  four  years,  and  their 
inability  to  get  the  needed  machinery  from  us  in  that  time,  simply 
means  that  the  program  for  capital  equipment  can  be  expected 
to  continue  into  the  fifth  and  sixth  years,  and  that  the  export 
program  will  also  be  held  up  somewhat. 

2.  The  European  Export-Import 
Program  is  Too  Large 

Western  Europe  is  counting  on  very  large  exports.  The 

15 


United  Kingdom’s  announced  program  for  balancing  its  trade 
is  to  increase  pre-war  exports  by  75  percent.  France’s  an- 
nounced necessary  increase  is  over  85  percent.  The  Italian  pro- 
gram is  expected  to  be  over  50  percent.  The  export  goods  will 
largely  be  materials  which  the  United  States  also  expects  to 
export,  and  the  resulting  competition  will  not  always  end  up  in 
sales  of  the  European  products. 

One  reason  for  this  is  that  European  productivity  (output  per 
manhour)  is  not  expected  to  come  close  to  ours  for  many  long 
years — and  in  such  industries  as  coal  will  probably  never  reach 
it.  After  a long  lag  during  the  war  when  many  of  our  unskilled 
workers  had  to  be  trained  and  supplies  did  not  flow  smoothly, 
our  productivity  has  again  started  upward,  and  may  be  expected 
to  continue  in  that  direction.  Western  Europe  can  expect  a 
short-time  spurt  in  productivity  as  soon  as  supplies  flow  more 
efficiently,  but  it  has  a large  unskilled  labor  force,  many  of  whom 
have  done  no  industrial  work  in  their  lives.  American  export 
products  may  therefore  turn  out  to  be  lower  priced  in  many  cases. 

In  addition  to  this  factor,  there  is  also  a major  question  of 
whether  the  foreign  markets  will  be  able  to  absorb  all  the  prod- 
ucts which  Western  Europe  hopes  to  export  to  them.  The 
United  States  can  take  large  imports  of  raw  materials,  but  can 
take  relatively  little  of  their  metal  products  or  textiles. 

What  chance  is  there  that  the  other  parts  of  the  world  will  take 
all  the  goods  that  Western  Europe  wants  to  sell  them?  The 
United  States  is  a somewhat  uniquely  self-dependent  country, 
but  its  experience  with  imports  may  throw  a little  light  on  the 
chances  that  other  nations  can  absorb  the  large  imports  Europe 
proposes  to  send  to  them.  Between  1921  and  1929  our  index  of 
industrial  activity  went  up  by  90  percent.  Between  those  years 
we  increased  our  imports  by  $2.0  billion  dollars  in  real  money. 
Another  period  during  which  we  increased  our  industrial  activity 
greatly  was  between  1932  and  1937.  The  index  went  up  by  94 
percent.  We  increased  our  imports  in  real  dollars  by  $1.5  billion. 
While  these  United  States  figures  are  hardly  conclusive,  they 
throw  some  doubt  on  the  ability  of  the  rest  of  the  world  to  absorb 
as  much  as  Europe  expects  them  to  do. 
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The  pre-war  trade  figures  showed  that  the  sixteen  partici- 
pating nations  had  a favorable  trade  balance  only  with  Africa. 
That  was  only  $45  million  in  1935  and  $43  million  in  1938.  With 
North  America,  Latin  America,  Asia,  Eastern  Europe  and 
Oceania  they  had  trade  deficits  of  $2,100  million  in  1935,  and 
$2,574  million  in  1938.  Now  they  hope  to  reverse  the  deficit 
with  the  non-American  countries  by  about  $2,000  million,  and 
get  a surplus  of  about  $1,000  million  from  trade  with  them,  at 
the  end  of  the  four  year  period.  This  means  an  almost  com- 
plete reversal  of  the  pre-war  pattern  of  trade. 

Eastern  Europe  will  have  even  greater  need  than  before 
of  dollars  to  buy  capital  goods  available  only  in  the  Ameri- 
cas. It  is  doubtful  if  it  will  be  willing  to  pay  in  hard  cur- 
rencies. Russia,  however,  could  pay  for  its  purchases  in  gold. 
Egypt  could  hardly  be  expected  to  pay  in  dollars  for  any  export 
surplus  with  the  participating  countries,  for  it  is  now  holding 
about  £300  million  in  sterling.  India  is  in  the  same  position, 
holding  £2,000  million  in  sterling  balances.  It  is  doubtful  if 
China  can  pay  any  trade  surplus  in  dollars.  The  Middle  East- 
ern nations  also  hold  sterling  balances,  and  their  expansion 
programs  require  dollar  exchange  to  pay  for  capital  goods  in 
the  United  States. 

On  balance,  the  expectation  that  the  imports  of  the  rest  of 
the  world  from  the  participating  nations  will  be  large  enough  to 
produce  a billion  dollar  surplus  for  them,  is  not  bright.  The 
C.E.E.C.  report  is  too  optimistic  on  this  score,  and  the  Adminis- 
tration proposal  does  not  fully  consider  all  the  difficulties  of  a 
somewhat  reduced  export  program. 

These  difficulties  are  accentuated  by  the  fact  that  Great  Brit- 
ain, because  of  its  huge  war-borrowing,  now  has  little  income 
from  foreign  investments,  but  on  the  other  hand,  has  to  sendee 
foreign  loans  contracted  since  the  war.  The  result  of  this  change 
in  Great  Britain’s  position  is  that  many  of  the  European  coun- 
tries which  received  dollar  income  in  the  pre-war  period  from 
their  export  surplus  with  Great  Britain  will  no  longer  be  able 
to  obtain  it. 

These  export  difficulties  are  also  complicated  by  the  fact 
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that  a considerable  amount  of  industrialization  has  taken  place 
in  the  rest  of  the  world,  since  the  beginning  of  the  war,  and 
a different  type  of  exports  from  the  participating  nations  may 
be  called  for  than  were  used  before  the  war. 

In  view  of  the  substantial  decline  in  Western  Europe’s  pre- 
war level  of  income  from  shipping,  financing  and  other  “in- 
visible” items,  it  seems  overly  optimistic  to  believe  that  after 
the  four-year  period  the  participating  nations  will  be  able  to 
cover  larger  trade  deficits  with  the  Western  hemisphere  through 
export  surpluses  with  the  rest  of  the  world. 

This  difficulty  in  securing  markets,  which  has  also  been  com- 
mented upon  by  Business  Week,8  can  be  expected  to  affect  the 
currency  stabilization  programs  of  the  participating  nations  con- 
siderably. The  lack  of  raw  material  to  manufacture  and  lack 
of  markets  for  what  is  manufactured  can  easily  combine  into 
a fiscal  crisis  at  some  later  time  which  may  undo  the  initial 
stabilizing  effects  of  the  recovery  program. 

3.  Not  Quite  Enough  Food,  Warmth,  Shelter 

The  austerity  program  which  the  participating  nations  are 
now  undertaking,  with  our  help,  involves  very  short  rations 
on  coal,  food  and  shelter.  Our  Administration  has  already  cut 
down  the  estimates  on  some  of  the  requested  aid  in  these  items, 
or  asked  these  nations  to  try  to  get  them  in  an  unfriendly  Eastern 
Europe.  Some  picture  of  the  small  quantities  involved  in  their 
recovery  program  can  be  seen  by  comparison  with  the  amount 
per  person  we  have  used  in  the  United  States  in  our  recovery 
from  depression.  Our  economy  is  different  from  theirs,  and 
it  is  not  to  be  argued  that  they  will  need  the  same  amounts  of 
everything  per  person  that  we  use.  However,  the  differences  are 
so  large  as  to  be  striking,  and  cumulatively  become  important. 

Coal 

Most  of  the  coal  Western  Europe  will  produce  or  import  will 
be  used  for  industry.  Little  will  be  left  for  heating  homes.  Not 
only  in  France  but  all  over  Europe  in  this  winter  of  1947-1948 
many  people  in  offices  are  working  in  overcoats  or  covered  with 
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blankets,  and  they  receive  insufficient  calories  in  the  form  of 
food  to  make  up  for  the  coldness  of  their  homes,  factories  and 
offices. 

The  four  year  requirements  of  coal  from  all  sources,  includ- 
ing their  own  production,  were  estimated  by  the  C.E.E.C.  at 
569,750,000  tons  annually  over  the  four  year  period.  This  is 
2.08  tons  per  person  per  year.9  It  is  less  than  the  amount  of 
coal  they  used  per  capita  in  1938  when  their  production  level 
was  much  lower  than  it  is  to  be  during  this  four  year  period. 
It  was  then  2.12  tons  per  capita.10  It  compares  with  the  2.95 
tons  we  used  per  person  in  the  United  States  in  1938,  and  the 
3.92  tons  we  used  in  1947.  The  comparison  becomes  sharper 
when  it  is  remembered  that  the  United  States  uses  much  larger 
amounts  of  natural  gas  and  fuel  oil  per  person  than  Western 
Europe. 

Energy 

The  shortage  in  coal  supply,  even  if  all  necessary  imports 
from  abrpad  are  actually  received,  can  best  be  indicated  by  the 
amounts  of  energy  from  all  sources  that  are  planned.  These 
have  all  been  converted  into  the  equivalent  of  tons  of  hard 
coal  by  the  Department  of  Interior. 

The  figures  in  the  following  table  indicate,  first,  the  original 
estimates  of  the  participating  nations  in  equivalent  tons,  second, 
the  revision  of  those  estimates  downward  by  the  United  States 
Administration,  and  third,  comparable  uses  per  capita  in  the 
United  States. 


Equivalent  Energy  Per  Capita 11 


1938 

1947 

(tons) 

1951 

Increase  in  1951 
over  1938 

C.  E.  E.  C 

2.34 

2.05 

2.64 

12.8% 

United  States  Revision 

2.34 

2.01 

2.54 

8.5% 

United  States  Use 

....  5.3 

7.97 

8.09 

52.6% 

The  inadequacy  of  both  the  European  and  the  Administration 
statement  of  the  fuel  and  energy  goals  can  be  seen  from  the 
relation  of  fuel  and  energy  use  (in  the  equivalent  of  tons  of 
hard  coal)  to  increases  in  industrial  production  in  the  United 
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States.  Between  1938  and  1947  our  level  of  industrial  activity 
increased  107.8  percent  while  our  fuel  and  energy  per  capita 
increased  50  percent  or  2.67  tons  per  person.  Half  of  that 
increase  in  activity  would  have  meant  about  1.33  tons  increase, 
while  Western  Europe  is  trying  to  get  such  an  increase  in  in- 
dustrial activity  with  an  increase  in  coal  equivalent  of  about  0.2 
to  0.3  tons  per  capita  by  1951,  and  less  on  the  average  during 
the  period.  The  differences  are  disturbingly  wide. 

In  addition,  as  is  pointed  out  below  in  Finding  Number  5,  the 
chances  of  their  securing  the  needed  imports  of  coal  from 
Poland  may  be  exceedingly  doubtful.  All  this  adds  up  to  too 
little  fuel  and  energy  for  industry  or  too  little  for  home  heating. 
The  latter  alternative  will  be  followed  under  any  austerity  pro- 
gram, and  many  people  will  remain  cold  day  and  night  through- 
out the  winters. 

The  same  inadequacy  is  indicated  in  the  goals  for  electric 
energy  in  Western  Europe  when  they  are  compared  with  the 
growth  figures  in  the  United  States.  The  following  table  indi- 
cates the  relative  rates  of  growth.  In  1938  the  participating 
nations  were  using  per  capita  42.7  percent  .of  the  amount  used 
per  person  in  the  United  States,  while  in  1951,  after  their  whole 
program  has  been  substantially  completed,  they  will  be  using 
only  32  percent  of  the  amount  that  is  expected  to  be  used  in  the 
United  States  in  that  year. 


Production  of  Electric  Energy  Per  Capita 


In  Kilowatt  Hours 

12 

1938 

1947 

1951 

1951 

Increase  over 
1938 

Western  Europe  . . 

485 

598 

813 

67.6% 

United  States  

1137 

2120 

2537 

123.0% 

Even  after  devoting  $5  billion  to  additions  to  their  power 
system,  Western  Europe  will  still  be  using  a little  less  than  one- 
third  of  the  amount  per  person  that  we  use. 


Food 

While  many  of  the  people  of  Western  Europe  are  cold  during 
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the  period  of  this  program,  many  of  them  will  probably  also 
be  underfed. 

The  goals  of  the  participating  nations  approach  2900-3000 
calories  daily  in  1951,  which  is  still  considerably  below  the 
present  United  States  level.  However,  during  a large  part  of 
the  period  1948-1951,  they  will  be  below  these  goals,  and  will 
not  receive  any  additional  supplies  to  build  them  up  for  the 
work  they  have  to  do.  The  soil  will  be  built  up  by  fertilizers, 
but  the  people  who  have  to  produce  will  not  be  built  up.  Their 
losses  in  bodily  health,  weight  and  energy  during  the  war  and 
post-war  years  will  not  be  made  up. 

Even  if  all  the  expected  supplies  of  grain  and  fertilizer  were 
obtained,  the  following  figures  developed  by  the  United  States 
Department  of  Agriculture,  indicate  that  the  rate  of  caloric  con- 
sumption would  in  several  countries  be  below  their  pre-war 
use  during  the  peiod  1948-1949,  and  in  some  countries  would 
be  below  the  pre-war  use  even  in  1950-51. 13  They  were  not 
over-fed  in  the  pre-war  years.  This  table  shows  the  amount 
of  calories  by  which  they  will  be  below  their  pre-war  levels. 

Countries  below  Pre-War  Level  in  1948-1949 
Amount  below 


Austria  200  calories  per  day  per  person 

France  ISO 

Italy  250 

Luxembourg  SO 

Norway  ISO 

United  Kingdom  ,...  50 

Western  Germany  380 


Countries  below  Pre-War  Level  in  1950-51 
Amount  below 


France  SO  calories  per  day  per  person 

Greece 50 

Italy  100 

Norway  100 

Western  Germany  200 


The  food  supply,  however,  will  probably  fall  short  of  reach- 
ing even  this  caloric  level  for  several  reasons.  First,  the 
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amounts  of  fertilizer  expected  from  the  United  States  have  been 
cut  down  by  the  Administration.  Second,  the  amounts  of  coal 
from  the  United  States  useful  for  producing  nitrates  have  been 
cut  down.  Third,  the  amounts  of  grain  required  from  the 
United  States  have  been  cut  down.  Fourth,  for  every  cut  in 
these  expected  United  States  exports  to  the  participating  na- 
tions, Western  Europe  is  expected  to  get  coal,  fertilizer  and 
grain  from  Eastern  Europe,  and  it  is  not  likely  to  be  available 
there,  in  the  required  amounts,  and  may  not  be  shipped  west- 
ward even  if  it  became  available.  (This  situation  is  again  dealt 
with  below  in  Finding  Number  5.)  Fifth,  the  amounts  of 
agricultural  machinery  expected  from  the  United  States  have 
been  cut  down  by  the  Administration.  All  these  cuts  and  changes 
can  add  up  to  less  food  for  many  people. 

The  participating  nations  planned  to  increase  the  acreage 
devoted  to  bread  and  coarse  grains,  potatoes  and  sugar  by  about 
10  percent.14  Part  of  the  increase  was  to  be  accomplished  by 
a spectacular  growth  in  tractor  population  (approximately  185 
percent).  Part  was  to  be  accomplished  by  eliminating  500,000 
horses  and  using  the  meadowland  for  crops.15  Another  part 
was  to  be  accomplished  by  a 245  percent  increase  in  other 
agricultural  machinery.16  In  addition,  large  amounts  of  fertilizer 
were  to  be  produced  and  imported,  and  tractors  were  to  be  pro- 
duced for  sale  abroad  in  order  to  secure  raw  materials  and 
food  from  abroad. 

That  program  has  been  changed  considerably — downward. 

Cuts  by  the  United  States 

The  C.E.E.C.  reported  a need  of  $932  million  for  agricultural 
machinery,  including  some  heavy  tractors.  The  Executive 
Branch  cut  this  estimate  to  $643  million,  a decrease  of  31  per- 
cent. 

The  C.E.E.C.  proposed  a production  in  Europe  of  1,220,000 
tractor  units  over  the  period.  The  Executive  Branch  cut  this 
estimate  to  663,000  units,  a reduction  of  45.6  percent. 

The  C.E.E.C.  proposed  a production  in  Europe  of  4,917,000 
tons  of  agricultural  machinery.  The  Executive  Branch  cut  this 
estimate  to  3,389,000  tons,  a reduction  of  15.4  percent. 
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The  C.E.E.C.  estimated  an  import  from  the  United  States 
of  $1,165  million  of  steel  for  farm  and  other  machinery  produc- 
tion. The  Executive  Branch  put  this  at  $830  million,  a reduc- 
tion of  28.8  percent. 

The  C.E.E.C.  proposed  an  average  annual  production  in  Eu- 
rope of  48,572,000  tons  of  crude  steel.  The  Executive  Branch 
of  our  Administration  cut  this  to  45,268,000  tons.  The  C.E.E.C. 
estimated  an  average  annual  production  in  Europe  of  38,795,000 
tons  of  finished  steel.  The  Executive  Branch  put  it  at  35,124,000 
tons.  This  leaves  these  nations  with  about  5 million  tons  of 
finished  steel  less  than  they  had  in  their  best  pre-war  year.  It 
does  not  quite  allow  for  tbeir  reaching  their  pre-war  level  by 
1951. 

Steel 

The  significance  of  this  cut  in  the  steel  estimate  can  be  seen 
by  a comparison  of  the  European  goals  as  originally  stated  in 
the  C.E.E.C.  report,  their  goals  as  revised  by  the  Executive 
Branch,  and  United  States  consumption  of  finished  steel  per 
capita. 


Finished  Steel — Tons  Per  Capita 


1948-51 

Increase 

1938 

Average 

1951 

1951 

Over  1938 

C.  E.  E.  C 

. . . 0.137 

0.142 

0.158 

0.021 

15.3% 

Executive  Branch 

. . . 0.137 

0.128 

0.146 

0.009 

6.5% 

U.  S.  Use 

0.1517 

0.399  (1947) 

163.0% 

The  United  States  is  a far  greater  user  of  steel  and  producer 
of  hard  goods  than  Western  Europe.  But  even  with  this  in 
mind,  the  comparative  percentage  increases  per  capita  between 
1938  (a  low  year  in  both  areas)  and  later  years,  have  some 
significance.  Our  increase  from  1938  to  1947  was  163  percent, 
while  their  proposed  increase  per  capita  will  be  only  6.5  percent 
in  1951. 

Fertilisers 

The  reductions  made  by  our  Administration  in  the  goals  of 
fertilizer  production  are  also  considerable.  In  potash,  the  Ex- 
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ecutive  Branch  believed  that,  as  a result  of  these  reductions,  an 
import  of  3,361,000  tons  was  necessary.  Of  this,  73  percent  or 

2.474.000  tons  is  to  come  from  the  non-participating  countries. 
In  this  case,  this  means  Eastern  Germany,  in  the  zone  of  the 
U.  S.  S.  R.  This  dependence  amounts  to  $197,600,000,  and 
represents  the  equivalent  of  196,000,000  bushels  of  grain.17 

Similarly,  the  reductions  in  needed  nitrogen  requirements 
made  by  the  Executive  Branch  of  our  Government  were  very 
considerable.  The  participating  nations  asked  for  imports  of 

869.000  tons.  This  was  cut  to  408,000  tons,  a reduction  of 

461.000  tons  in  quantity  and  $92.2  million  in  value.  This  cut 
of  461,000  tons  of  nitrogen  is  roughly  equivalent  to  twelve 
times  as  much  grain,18  or  5,532,000  tons,  which  is  about  213.6 
million  bushels.  (The  President’s  Committee  on  Foreign  Aid 
made  a useful  recommendation  that  our  idle  nitrate  facilities 
be  put  to  work.)  19 


Grain 

In  addition  to  all  these  other  cuts,  the  estimated  imports  of 
grain  were  cut  very  heavily  by  the  Executive  Branch.  The 
participating  nations  asked  for  imports  of  112,419,000  tons  over 
the  four  year  period.  This  figure  was  cut  to  85,105,000  tons. 
In  addition  to  cutting  the  total  amount,  the  Executive  Branch 
threw  the  participating  nations  upon  the  very  doubtful  surplus 
production  of  Eastern  Europe  to  the  extent  of  about  8,400,000 
tons,  or  324.4  million  bushels  of  bread  grain  alone,  and  also 
large  amounts  of  coarse  grain. 

When  all  these  cuts  in  the  elements  making  up  food  supply 
are  added  together,  it  seems  unlikely  that  the  goal  of  2900-3000 
calories  per  capita  can  be  reached.  The  failure  to  reach  them 
will  doubtless  disrupt  production  as  it  did  in  the  Ruhr  and 
other  parts  of  Germany  in  January  1948,  and  has  done  repeat- 
edly in  Italy. 

The  inadequacy  of  the  program  in  regard  to  both  fuel  and 
food  must  be  remedied  before  it  stands  any  real  chance  of 
success. 
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4.  The  Program  Has  No  Adequate 

Margin  for  Contingencies 

The  announced  hostility  to  the  program  of  Western  European 
reconstruction  on  the  part  of  Eastern  European  nations  is  al- 
ready leading  to  some  efforts  to  cause  the  break-down  of  the 
program.  Such  attempts  have  already  been  made  in  France — 
where  that  nation’s  recovery  efforts  were  set  back  by  approxi- 
mately $S00,000,0(X)  inside  of  two  months.  In  Italy  severe 
losses  in  industrial  output  have  also  been  sustained.  Strong 
control  of  certain  unions  in  Germany  by  these  non-national 
groups  accounted  in  part  for  the  strikes  which  took  place  in 
January  1948.  These,  it  should  be  noted,  had  a real  basis  in 
food  shortages.  Occasional  food  shortages  are  an  almost  cer- 
tain result  to  be  expected  from  the  already  reduced  recovery 
program  (as  was  indicated  in  Finding  Number  3 above).  Such 
work  stoppages  might  be  expected,  even  if  there  were  no  politi- 
cal motives  to  induce  failure  of  the  program,  nor  any  groups 
inside  of  Western  European  nations  that  were  controlled  from 
outside  those  states,  to  attempt  to  defeat  the  recovery  program. 

Modern  industrialization  automatically  puts  into  the  hands  of 
a few  small  groups  of  owners  and  workers  the  power  to  cripple 
the  economic  life  of  a nation  through  stoppages  of  transporta- 
tion, communications,  power,  coal,  oil  and  steel.  The  demo- 
cratic system  carries  as  one  of  its  possible  economic  handicaps, 
in  its  competition  with  authoritarianism,  the  freedom  of  those 
groups  to  use  their  economic  power  to  obtain  a larger  share 
of  the  national  product.  Consequently  the  men  who  would  be 
imprisoned  or  shot  promptly  in  Eastern  Europe  for  closing 
factories  or  stopping  work  in  vital  industries  there,  are  free  to 
do  so  in  Western  Europe.  This  competitive  handicap  should 
be  taken  into  consideration  in  measuring  the  probable  ade- 
quacy of  the  proposed  program  to  meet  its  goals. 

In  addition  there  is  the  possibility  in  Eastern  Europe  of 
another  bad  crop  year  coming  during  the  four  years  of  the 
program.  Western  Europe  has  rarely  had  bad  crop  years  such 
as  1947.  The  probability  of  another  very  bad  year  between 
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1948-51  is  slight.  However,  in  Eastern  Europe  the  chances 
of  drouth  and  crop  failure  are  fairly  high. 

No  engineering  firm  would  submit  plans  for  any  major  con- 
struction job  in  this  country  without  an  allowance  for  contin- 
gencies amounting  to  between  10  percent  and  15  percent  of 
the  direct  costs.  Such  allowances  are  customarily  made  even 
when  it  is  necessary  to  figure  only  fairly  simple  physical  factors. 
The  European  Recovery  Program  deals  with  many  more  com- 
plex and  non-physical  items,  and  a contingency  allowance  of 
far  more  than  15  percent  will  be  necessary.  It  should  be  added  to 
the  program. 

5.  The  Program’s  Success  Is  Too 

Dependent  on  Eastern  Europe 

It  is  very  much  to  be  hoped  that  the  large  amount  of  trade 
which  the  program  expects  between  Eastern  and  Western  Eu- 
rope will  actually  take  place.  The  Eastern  European  nations 
all  have  active  recovery  programs  of  their  own  underway.  They 
are  also  handicapped  in  developing  them  by  lack  of  dollars. 
But  if  these  programs  are  even  moderately  successful,  the 
Eastern  nations  can  be  expected  to  want  large  supplies  of  various 
goods  from  Europe. 

However,  there  is  some  reason  to  doubt  that  they  will  be  al- 
lowed to  export  their  cereals  and  coal  in  great  quantities,  or 
will  actually  have  the  cereals  available  for  export.  They  may 
need  most  of  them  to  improve  the  living  standards  of  their  own 
people.  International  food  experts  are  inclined  to  believe  that 
Western  Europe  may  be  expecting  more  cereal  than  it  can 
count  on  from  this  source. 

The  dependence  of  the  participating  nations  of  Western 
Europe  on  “other  non-participating  nations”  is  great.  (These 
exclude  the  Western  hemisphere  nations.)  Over  the  four  year 
period  1948-1951  they  are  now  expected  to  import  $24.9  billion 
from  these  countries,  and  to  export  $22.3  billion  to  them. 

Not  all  of  this  trade  is  with  Eastern  Europe,  however.  From 
the  commodity  totals  presented  by  the  Executive  Branch,20  it 
is  possible  to  deduct  items  that  are  not  expected  to  come  from 
Eastern  Europe.  Those  are : petroleum,  sugar,  rice,  coffee,  cot- 
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ton,  and  tobacco.  When  those  commodities  have  been  removed 
from  the  totals,  the  required  imports  are  stil  $19.7  billion.  Per- 
haps not  all  of  this  will  come  from  Eastern  Europe,  but  pos- 
sibly 80  percent  of  the  remaining  figure  may  be  expected  to 
come  from  that  area.  That  means  imports  of  about  $15.7  bil- 
lion from  Eastern  Europe  over  the  period,  an  average  of  $3.9 
billion  annually. 

This  would  be  a high,  but  perhaps  not  impossible  figure  for 
normal  times.  In  1938  the  imports  from  all  the  “other  non- 
participating nations”  into  Western  Europe  were  $6,590,000,- 
000  (at  1947  prices).  After  elimination  of  the  same  percentage 
for  such  items  as  petroleum,  and  a reduction  of  the  remainder 
by  an  estimated  20  percent,  the  comparable  annual  figure  today 
would  be  $1.92  billion.  The  anticipated  imports  are  about  twice 
that  amount. 

However,  the  situation  has  changed  in  several  respects  in 
recent  times.  In  1938  only  the  U.  S.  S.  R.  had  an  economic 
program,  but  now  such  programs  are  in  operation  in  Poland, 
Czechoslovakia,  Rumania,  Bulgaria,  Hungary,  and  Yugoslavia. 
All  of  them  aim  at  much  better  standards  of  living  for  their 
people  than  obtained  in  the  pre-war  years.  In  addition,  their 
soils  were  worn  out  during  the  war  exactly  as  those  in  Western 
Europe  were,  and  will  not  produce  as  much  as  in  1938  until 
they  have  been  brought  back  into  shape. 

It  is  the  opinion  of  many  international  food  experts  that 
Eastern  Europe  will  not  have  the  surpluses  of  grain  available 
for  export  which  the  present  recovery  program  counts  on 
securing  from  them  for  the  use  of  the  participating  nations  in 
Western  Europe.  This  means,  in  turn,  that  they  will  not  be 
able  to  pay  for  the  exports  of  tractors  and  other  agricultural 
machinery  which  the  Western  nations  expected  to  sell  to  them. 

In  addition,  they  have  made  their  exports  to  Western  Europe 
the  process  of  hard  bargaining,  as  the  long  protracted  coarse- 
grain-machinery  agreement  between  the  United  Kingdom  and 
the  Soviet  Union  indicated.  The  recent  price  increases  by  the 
Russian  zone  authorities  on  Austrian  petroleum  have  already 
brought  that  nation’s  Government  to  the  conclusion  that  the 
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proposed  recovery  program  is  now  inadequate  for  its  needs, 
since  unexpected  funds  are  now  to  be  drained  off  to  the  East 
in  oil  payments. 

A large  part  of  all  the  bread  and  coarse  grain  assigned  to 
“other  non-participating  countries”  is  expected  to  come  from 
Eastern  Europe.  This  amounts  to  8,400,000  tons 21  of  bread 
grain  alone  from  1947/48  through  1951/52,  or  approximately 
324.4  million  bushels.  The  dollar  value  delivered  is  about  $740 
million.22  Coarse  grains  will  add  to  the  amount. 

The  dependence  on  Eastern  Europe  for  timber,  to  the  extent 
of  40  percent  of  all  imports,  has  already  been  mentioned  in 
Finding  Number  1.  It  is  excessively  hopeful. 

In  coal  the  relative  dependence  is  even  greater.  The  net 
import  requirements  for  1948-51  as  stated  by  the  participating 
nations  23  and  accepted,  after  screening  by  the  Executive  Branch 
of  our  Government,  are  187  million  tons,  with  a value  of  $2,289 
million.24 

The  proposal  of  the  C.E.E.C.  was  that  101  million  tons  were 
to  come  from  the  United  States,  and  86  million  tons  from 
Poland.  The  President’s  Committee  on  Foreign  Aid  thought 
that  far  larger  imports  from  the  United  States  would  be  re- 
quired, since  Poland  could  not  be  expected  to  produce,  or  make 
available,  the  amount  needed  from  there.25  It  concluded  that 
125  million  tons  would  be  needed  from  the  United  States.  In 
other  words,  it  increased  United  States  exports  by  39  million 
tons,  and  decreased  Polish  exports  by  the  same  amount. 

However,  the  Executive  Branch  reversed  the  situation  com- 
pletely, although  coal  is  not  expected  to  be  in  short  supply  in 
the  United  States.  Instead  of  accepting  the  recommendation 
of  the  Harriman  Committee,  it  cut  the  proposed  exports  to 
Western  Europe  from  the  United  States  about  in  half,  and  about 
doubled  their  recommendations  for  exports  from  Poland.  The 
course  of  these  changes  can  be  seen  from  the  following  figures, 
in  millions  of  tons: 


C.  E.  E.  C.  Harriman  Administration 
From  Proposal  Committee  Proposal 

Poland  101  62  120.5 

United  States  86  125  66.5 
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Since  a small  shortage  of  coal  at  certain  times  can  paralyze 
large  segments  of  industry,  this  heavy  dependence  on  Eastern 
Europe  for  coal  may  turn  out  to  be  undesirable. 

Incidentally,  we  could  help  Poland  get  into  heavy  coal  pro- 
duction by  an  International  Bank  loan  that  will  provide  her 
with  mining  machinery  and  equipment.  Since  Polish  coal  will 
cost  much  less  delivered  than  American  coal  would  cost,  it  is 
desirable  to  do  everything  possible  to  get  Polish  coal  into  pro- 
duction, and  to  get  it  moving  to  Western  Europe.  The  major 
question  here  is  whether  the  United  States  plans  to  wage  eco- 
nomic warfare  on  Eastern  Europe  or  not.  Our  export  controls 
could  be  used  to  do  exactly  that.  It  is  recommended  below 
that  a larger  trade  between  Eastern  and  Western  Europe  should 
be  encouraged,  and  that  American  economic  foreign  policy 
should  not  restrict  that  growth.  On  the  contrary,  it  should 
encourage  it.  It  would  be  a saving  to  our  taxpayers. 

The  announced  inability  of  the  United  States  to  export  any 
of  the  large  potash  requirement  of  Western  Europe  also  throws 
the  participating  countries  on  the  mercy  of  the  Russian  Zone 
in  Eastern  Germany.  The  Executive  Branch  of  our  Government 
estimates  26  that  the  participating  nations  and  Western  Germany 
require  imports  of  3,361,000  tons  of  potash  over  the  European 
Recovery  Program  period.  Its  Commodity  Report 27  states 
that  “More  than  60 °fo  of  the  pre-war  German  production  was 
in  the  area  now  occupied  by  the  U.S.S.R.,  and  it  was  principally 
this  supply  which  went  into  world  commerce,”  and  “the  import 
requirements  must  be  met  primarily  with  imports  from  Eastern 
Germany,  and  some  from  Spain  and  Palestine.”  “Since  the 
war,  exports  from  Eastern  Germany  have  been  very  slow  in 
developing.”  28  The  C.E.E.C.,  which  hoped  for  a larger  produc- 
tion in  Western  Europe  than  the  United  States  believes  pos- 
sible, estimated  an  import  requirement  of  2,183,500  tons,29 
and  stated  “there  should  be  no  supply  difficulty  over  potassic 
fertilizers  provided  that  there  are  no  hindrances  to  trade  be- 
tween producing  countries  and  the  participating  countries.”  30 
The  final  United  States  figures,  however,  indicate  import 
requirements  of  3,361,000  tons,  of  which  2,474,000  tons,  or  73 
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percent,  with  a value  of  $197,600,000  must  come  from  the 
non-participating  countries,  including  Eastern  Germany.  Pos- 
sibly 80  percent  of  this  total,  or  1,980,000  tons  with  a value 
of  $158,080,000  must  come  from  Eastern  Germany,  in  the 
Russian  zone.  This  dependence  on  Eastern  Germany  amounts 
to  an  equivalent  of  5,160,000  tons  of  grains,  or  approximately 
196,000,000  bushels  of  grain  over  the  four  year  period.17 

In  addition  to  the  forced  dependence  of  Western  Europe 
on  an  unfree  or  unfriendly  Eastern  Europe,  there  is  also  a con- 
siderable dependence  upon  Latin  America  for  both  commodities 
and  financing.  The  high  rate  of  required  exports  has  been 
examined  under  Finding  Number  2 above.  The  amount  of  financ- 
ing expected  from  Latin  America  and  Canada  is  approximately 
$1.7  billion  over  the  period.31  While  Canada  may  be  able  to 
finance  its  part,  even  on  top  of  her  already  large  commitments 
to  Europe,  it  is  doubtful  whether  even  $0.7  billion  can  be  raised 
in  Latin  America.  There  is  no  evidence  that  any  such  funds 
are  available  there  that  are  not  needed  badly  for  their  own 
industrial  and  agricultural  development.  Our  large  “offshore” 
purchases  there  will  be  used  largely  to  buy  imports. 

It  is  therefore  concluded  that  the  extremely  large  dependence 
on  Eastern  Europe  for  essential  supplies  and  on  Latin  America 
for  both  supplies  and  funds  indicates  that  the  present  proposal 
is  without  adequate  marginal  reserves  to  carry  it  through,  and 
that  it  should  be  augmented  in  order  to  insure  its  effectiveness. 

6.  The  Program  Has  Been  Cut  Too  Much  To 

Draw  Out  Needed  Private  or  Bank  Loans 

The  recovery  program,  as  proposed  by  our  Administration 
is  far  too  thin  in  certain  basic  elements,  and  far  too  risky  to 
induce  the  amount  of  private  financing  and  financing  by  the 
International  Bank  ($4.1  billions  in  the  Western  hemisphere), 
which  is  considered  necessary  by  the  Administration  to  make 
the  whole  program  work.  The  now  decreased  amounts  of 
public  funds  will  inevitably  lower  the  amount  of  private  funds, 
and  force  the  appropriation  of  additional  public  funds  later 
on.  Real  economy  in  the  program  means  adequate  public  funds 
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at  the  start.  False  economy  involves  either  small  initial  public 
funds  with  a resulting  failure  and  loss  of  all  the  effects  of 
those  small  funds,  or  it  means  the  appropriation  of  much  larger 
funds  later  on. 

Former  Secretary  of  War,  Henry  L.  Stimson,  from  many 
years  of  experience  has  pointed  out  the  folly  of  trying  to  do 
important  jobs  too  cheaply.  He  said: 

“Our  stake  in  the  peace  and  freedom  of  the  world  is  not  a 
limited  liability.  Time  after  time  in  other  years  we  have  tried 
to  solve  our  foreign  problems  with  halfway  measures,  acting 
under  the  illusion  that  we  could  be  partly  in  the  world  and 
partly  irresponsible.  Time  after  time  our  Presidents  and  Secre- 
taries of  State  have  been  restrained,  by  their  own  fears  or  by 
public  opinion,  from  effective  action.  It  should  by  now  be 
wholly  clear  that  only  failure,  and  its  follower,  war,  can  re- 
sult from  such  efforts  at  a cheap  solution. 

“We  have  fresh  before  us  the  contrary  example  of  our  mag- 
nificent success  in  wartime,  when  we  have  not  stopped  to  count 
the  cost.  I have  served  as  Secretary  of  State  in  a time  of 
frightened  isolationism,  and  as  Secretary  of  War  in  a time  of 
brave  and  generous  action.  I know  the  withering  effect  of 
limited  commitments,  and  I know  the  regenerative  power  of 
full  action.  I know,  too,  that  America  can  afford  it — as  who 
does  not  know  it,  in  the  face  of  our  record  in  the  last  seven 
years  ? 

“It  is  altogether  fitting  and  proper,  of  course,  that  we  should 
not  waste  our  substance  in  activity  without  result.  It  is  also 
evident  that  we  cannot  do  everything  we  would  like  to  do.  But 
it  would  be  shriveling  timidity  for  America  to  refuse  to  play 
to  the  full  her  present  necessary  part  in  the  world.  And  the 
certain  penalty  for  such  timidity  would  be  failure.”  32 

Banks  and  private  corporations  do  not  loan  money  at  reason- 
able rates  of  interest  when  a business  is  shaky,  and  is  operating 
without  adequate  plant,  raw  materials  and  working  capital, 
and  when  a large  part  of  its  supplies  and  markets  are  dependent 
upon  the  good  will  of  an  unfriendly  competitor.  All  these  con- 
ditions prevail  at  present  in  connection  with  the  European 
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Recovery  Program.  The  chances  of  securing  the  expected 
amounts  of  private  financings  are  therefore  slight.  Since  the 
International  Bank  floats  its  loans  in  the  private  financial 
markets,  the  chances  of  large  loans  from  that  source  are  also 
slight — especially  since  the  International  Bank,  unlike  the 
United  States  Government,  does  not  support  its  bonds  in  the 
market. 

In  this  connection,  the  statements  of  Mr.  John  J.  McCloy, 
President  of  the  International  Bank,  and  of  Mr.  Dean  Acheson, 
former  Under  Secretary  of  State,  deserve  careful  consideration. 
Both  have  been  long  and  closely  connected  with  large  corporate 
enterprises  involved  in  financing.  They  know  the  relation  of 
risk  to  capital  supply.  Mr.  McCloy’s  evidence  should  be  given 
additional  weight  because  it  results  from  a comprehensive  study 
made  by  the  staff  of  the  International  Bank  concerning  the 
possibility  of  Western  European  recovery  with  the  funds  now 
being  requested  from  Congress. 

He  said : 

“They  (the  staff  of  the  International  Bank)  have  examined 
the  figures  of  the  various  estimates  which  have  been  made,  and 
I think  that  probably  I should  say  that  in  respect  to  the  pro- 
posed figure  for  the  first  fifteen  months  ...  we  feel  that  the 
figure  that  the  Administration  has  put  forward  is  certainly  not 
an  extravagant  figure.  We  feel,  indeed,  that  it  is  a rather  tight 
fit,  considering  the  objectives  that  you  want  to  obtain. 

“I  think  our  figures  would,  if  we  had  to  submit  an  estimate, 
be  somewhat  higher,  and  higher  mainly,  I think,  because  we 
are  not  so  sure  that  the  exports  are  going  to  be  as  great  as  they 
are  estimated  to  be.  Bear  in  mind  that  exports  involve  a buyer 
as  well  as  a seller,  and  also,  since  their  import  situation  is  so 
restricted,  we  have  some  doubts  that  the  austerity  that  is  in- 
volved in  shipping  all  of  their  products  abroad  can  be  long 
maintained.” 38  Later,  the  International  Bank  estimated  that 
the  figure  of  $6.8  billion  for  the  first  15  months  was  too  low  by 
$800  million.8 

Mr.  Acheson  stated  that  if  the  first  installment  of  aid  of  $6.8 
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billion  were  reduced  to  four  or  five  billion  dollars,  the  entire 
character  of  the  program  would  change.  “It  is  not  merely  a 
recovery  program  reduced  to  two-thirds.  It  ceases  to  be  a re- 
covery program.”  He  also  said : 

“A  cut  of  two  or  three  billion  dollars  in  the  help  from  the 
United  States  Treasury  means  a far  larger  cut  because  other 
sources  of  help  will  either  be  eliminated  or  reduced. 

“For  instance,  loans  to  the  Western  European  countries  by 
the  International  Bank  can  be  made  only  if  the  chances  of  re- 
payment are  good  so  that  American  investors  will  buy  the 
Bank’s  bonds.  If  items  essential  to  bring  recovery  are  omitted 
from  the  program,  chances  for  repayment  become  poor,  and 
the  Bank  cannot  lend.  Similarly,  other  countries  in  this  hemi- 
sphere will  be  asked  to  make  funds  available  with  which  Euro- 
pean countries  may  purchase  some  of  their  needs.  These  other 
Western  hemisphere  countries  will  regard  quite  differently  a 
contribution  to  a recovery  program,  which  will  mean  an  end  to 
assistance  and  a beginning  of  self-support,  from  contributions 
to  a relief  program,  which  might  well  be  endless. 

“But  the  program  would  be  reduced  by  even  more  than 
this  if  the  United  States  Treasury  aid  is  seriously  curtailed. 
As  I have  already  pointed  out,  much  of  the  imports  will  be 
paid  for  by  the  European  countries  themselves  with  the  proceeds 
of  their  own  exports.  These  exports  depend  upon  continuing 
and  expanding  production.  If  the  amount  of  foreign  assistance 
is  reduced,  the  amount  of  European  production  is  reduced,  the 
amount  of  European  exports  is  reduced,  and  again  we  descend 
in  a vicious  circle.”  34 

The  ability  of  the  recovery  program  to  draw  out  private 
investment  through  individual  corporations  constructing  plants 
in  Europe,  or  through  International  Bank  loans,  determines  the 
success  or  failure  of  the  program.  The  $4.1  billion  required 
from  these  sources  is  a little  less  than  one-fifth  of  the  total 
program  of  $21.7  billion.  However,  it  is  an  essential  one-fifth. 
Many  American  businesses  would  fail  to  operate  if  their  volume 
of  production  were  reduced  by  any  such  amount.  A great  many 
more  would  fail  if  their  loans  were  reduced  by  any  such  amount. 
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The  proposed  recovery  program,  therefore,  is  inadequate  in 
that  it  creates  too  thin  an  operating  margin  to  allow  for  ade- 
quate private  financial  investment. 

C onclusion 

To  estimate  what  will  happen  over  a hazardous  four  year 
period  of  enormous  effort  is  exceedingly  difficult.  Nobody  can 
guess  the  upper  limit  of  need  within  some  billions.  However, 
the  evidence  indicates  that  the  sum  of  $17  billion  which  the 
Administration  presented  to  Congress  is  too  low  to  produce  a 
workable  program. 

The  conclusions  are  that  Western  Europe  will  need  more 
time  to  work  back  into  self-sustaining  partnership  with  the  rest 
of  the  world,  and  that  it  will  need  more  help  than  has  been 
talked  about  by  our  Administration  to  date. 

The  program  can  become  a real  aid  program  to  end  aid 
programs.  But  our  sights  will  have  to  be  raised  if  we  want  to 
accomplish  this  purpose.  In  the  following  section  (Part  II) 
constructive  recommendations  are  made  to  increase  our  aid  in 
the  most  useful  ways  possible. 
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Part  II 


PROPOSAL  FOR  A MORE  ADEQUATE 
PROGRAM 

In  view  of  the  described  deficiencies  in  the  present  European 
Recovery  Program,  it  is  essential  that  our  aid  to  it  be  increased, 
and  that  the  period  of  the  program  be  prolonged.  The  increase 
must  be  sufficient  to  restore  a balance  between  production  and 
consumption  needs,  with  due  regard  for  the  limited  amount  of 
labor  and  productive  plant  now  available  to  the  participating 
nations,  and  with  proper  consideration  for  the  prospects  for 
securing  supplies  from  other  nations. 

■ This  increase  for  the  first  four  years  should  be  approximately 
$3.7  billion,  of  which  $0.9  billion  would  be  added  to  the  first 
phase  of  the  program,  which  runs  from  April  1948  through 
June  1949,  and  the  remaining  $2.8  billion  would  be  added  to 
the  remaining  three  years  of  the  program.  In  addition  $3.0 
billion  should  be  added  in  capital  equipment,  even  if  it  has 
to  wait  until  1952.  The  total  increase  proposed  is  $6.7  billion. 
Of  this  total  the  sum  of  $2.7  billion  is  a contingency  provision 
for  one  pound  of  bread  a week. 

There  are  several  ways  in  which  this  increase  can  be  made 
without  much  tightening  up  of  our  own  domestic  supply  situa- 
tion. Of  these  several  ways,  the  following  additions  to  food, 
warmth  and  capital  equipment  seem  most  desirable  and  pos- 
sible. Only  one  of  them  involves  any  considerable  sacrifice  in 
the  amount  of  comfort  the  American  people  are  now  enjoying. 

1.  Coal 

That  part  of  the  present  European  Recovery  Program  which 
forces  Western  Europe  to  rely  more  heavily  upon  coal  from 
Poland  should  be  revised  to  follow  the  recommendations  of  the 
President’s  Committee  on  Foreign  Aid.  An  additional  amount 
of  58.5  million  tons  of  U.  S.  coal  should  be  made  available  over 
the  four  year  period  at  a cost  of  $526,356,000,  f.o.b.  United 
States  ports.  There  is  no  shortage  of  coal  in  the  United  States. 
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Our  coal  car  shortage  can  be  broken  in  time  to  transport  this 
amount. 

2.  Potash 

That  part  of  the  present  European  Recovery  Program  pro- 
posal which  forces  Western  Europe’s  agricultural  recovery  to 
become  almost  completely  dependent  upon  potash  from  Eastern 
Europe  (especially  the  Russian  zone  of  Germany)  to  the  extent 
of  2,500,000  tons  and  $197.6  million  should  be  revised.  United 
States  potash  production  facilities  should  be  increased  by  an 
investment  of  $20,000,000 35  and  Western  Europe  should  be 
supplied  from  these  added  facilities  with  720,000  tons.  The 
total  cost,  including  the  investment  in  facilities  and  the  tonnage, 
will  be  $77,240,000  over  the  four  year  period. 

The  increase  in  facilities  will  thereafter  be  available  to  the 
American  farmers,  who  need  them  badly. 

3.  Nitrogen 

That  part  of  the  present  European  Recovery  Program  which 
ignores  the  recommendations  of  the  President’s  Committee  on 
Foreign  Aid  to  expand  United  States  nitrogen  facilities  should 
be  revised,  and  the  recommendations  of  that  Committee  should 
be  accepted.19  The  Administration  cut  the  estimated  need  of 
the  participating  nations  for  869,000  tons  of  nitrogen  from  the 
United  States  and  the  other  Western  Hemisphere  nations  hv 
461,000  tons,  a decrease  of  53 °/o.  This  decrease  is  the  equiva- 
lent of  a decrease  of  332,000,000  bushels  of  grain,  and  makes 
Western  European  agricultural  recovery  more  dependent  than 
may  be  necessary  or  desirable  on  Eastern  European  grain 
exports. 

By  a relatively  small  investment  of  $20,000,000  in  completing 
United  States  nitrogen  facilities,  a shipment  of  110,000  tons  in 
1949  and  1950  can  be  made.36  The  total  cost,  including  the  in- 
vestment in  facilities  and  the  tonnage,  will  be  $32,000,000. 
This  is  the  cheapest  possible  way  of  increasing  the  European 
food  supply  by  50,000,000  bushels  of  grain. 
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The  increase  of  facilities  will  after  1950  be  available  to  the 
American  farmers,  who  need  them  very  much.  By  that  time 
European  facilities  should  be  in  operation. 

4.  Sugar 

In  view  of  the  expected  caloric  deficiencies  resulting  from 
the  decreases  in  the  various  elements  that  would  be  necessary 
for  a successful  food  program,  it  is  recommended  that  the 
United  States  make  offshore  purchases  of  2,000,000  tons  of 
sugar  over  the  four  year  period  at  a cost  of  approximately 
$310,000,000,  in  addition  to  shipments  now  proposed. 

Sugar  is  not  expected  to  be  in  short  supply  over  the  period. 
No  commodity  sacrifice  on  the  part  of  the  American  people  is 
involved.  The  caloric  increase  for  Europe  would  not  be  large 
— approximately  20  calories  per  day  per  person  for  four  years 
— about  4.1  pounds  of  sugar  a year — but  this  extra  supply  of 
sugar  would  allow  s6me  additional  Western  European  land  and 
labor  to  be  devoted  to  cereal  production,  rather  than  to  sugar 
production.  Since  it  requires  about  .15  acre  to  produce  1,000,000 
calories  in  sugar  beets,  this  additional  500,000  tons  annually 
should  make  285,000  acres  of  land  available  for  other  crops. 

5.  Grain  (Contingency  Provision) 

Even  with  the  additional  supplies  of  coal,  potash,  nitrogen 
and  sugar  proposed  above,  the  Western  European  nations  will 
still  be  dependent  upon  Eastern  Europe  for  large  quantities  of 
grain  and  other  foods.  It  has  been  pointed  out  above  that  those 
Eastern  European  nations  may  not  be  able  to  supply  these 
amounts.  They  have  their  own  recovery  programs,  all  of  which 
include  a large  increase  in  domestic  consumption.  In  addition, 
there  is  always  the  possibility  of  a bad  crop  year,  which  has 
not  been  considered  in  the  Administration’s  proposals. 

In  order  to  redress  this  situation  somewhat,  and  to  prevent 
the  people  of  Western  Europe  from  being  somewhat  hungry 
(as  well  as  cold)  during  a large  part  of  the  four  year  period, 
it  is  recommended  that,  in  case  the  expected  grain  from  Eastern 
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Europe  can  not  be  obtained,  the  United  States  give  the  people 
of  Western  Europe  one  additional  pound  of  bread  a week.  This 
is  the  equivalent  of  237,000,000  bushels  of  grain  annually.  One 
feasible  proposal  to  secure  this  extra  pound  of  bread  is  to  cut 
down  the  feeding  and  marketing  of  very  fat  hogs,  which  take 
much  more  feed  to  put  on  their  extra  weight.  A reduction  in 
the  average  market  weight  of  live  hogs  from  243  pounds  to 
205  pounds  would  save  the  necessary  grain.37 

This  would,  however,  require  a real  sacrifice  on  the  part  of 
the  American  people.  It  would  reduce  their  pork  consumption 
from  about  74.12  pounds  annually  to  58.74  pounds,  a reduction 
of  15.38  pounds  annually,  or  3/10  pounds  per  person  per  week. 
It  is  a reduction  in  pork  consumption  of  about  21  °/c. 

The  cost  of  giving  every  Western  European  an  extra  pound 
of  bread  each  week  for  four  years  would  be  about  $2,770,000,- 
000.  Of  this  total,  the  cost  of  grain  would  be  $2.37  billion,  and 
the  cost  of  a premium  to  farmers  for  lean-marketing  of  their 
hogs  might  add  $0.4  billion. 

This  proposal  for  an  extra  pound  of  bread  each  week  is  the 
only  one  of  all  those  suggested  that  will  entail  a personal  sacri- 
fice of  any  commodity  by  the  American  people.  It  is  a con- 
tingency provision  which  can  be  cancelled  if,  by  good  fortune, 
the  supply  of  grain  from  Eastern  Europe  proves  adequate. 

6.  Capital  Equipment 

In  view  of  the  improbability  that  Western  Europe  will  be 
able  to  produce  adequately  with  the  limited  food,  consumer 
commodities  and  capital  equipment  items  which  we  are  able 
to  make  available,  it  is  proposed  that  whenever  United  States 
facilities  become  available  for  additional  production,  additional 
capital  equipment  items  amounting  to  approximately  twice  the 
$1.5  billion  in  the  Administration’s  program  be  shipped  to 
them.  It  is  proposed  that  this  additional  $3.0  billion  worth  of 
equipment  be  made  available  to  them  in  1952,  if  it  cannot  be 
secured  before  then. 
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Summary  of  Additional  Commodity  Proposals 


Quantity  1948-51  1952 

1.  Coal  58,500,000  Tons  $ 526,356,000 

2.  Potash  720,000  Tons  77,240,000 

3.  Nitrogen  110,000  Tons  42,000,000 

4.  Sugar  2,000,000  Tons  310,000,000 

5.  Grain  948,000,000  Bu.  2,770,000,000 

(Contingency) 

6.  Capital 

Equipment  $3,000,000,000 

Sub  Totals  3,725,596,000  $3,000,000,000 

TOTAL  $6,725,596,000 

Distributed 

1st  15  months  1949-1952 

$893,500,000  $5,832,096,000 
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Part  III 


PURPOSES  AND  MANAGEMENT 

An  adequate  recovery  program  has  great  possibilities  for 
peace.  Hungry  and  frustrated  peoples,  who  see  no  hope  for 
themselves  or  for  their  children,  are  always  ready  victims  of 
authoritarian  adventure.  But  people  who  know  that  by  their 
own  hard  work  they  can  move  forward,  are  people  who  want 
peace  to  make  good  those  prospects. 

The  way  in  which  the  program  should  be  managed  depends 
on  whether  we  really  try  to  help  the  Western  European  nations 
to  become  working  and  independent  nations  again,  or  whether 
we  decide  that  all  we  can  afford  is  a relief  program — food  and 
a little  coal.  So  the  over-riding  question  is : Relief  or  recovery? 

Relief  or  Recovery? 

The  question  becomes  sharper  when  we  remember  the  great 
debate  of  1930-1932  here  in  the  United  States.  Was  it  good 
enough  to  feed  our  people  and  let  nature  takq  its  course  with 
regard  to  our  economic  system?  What  happened  when  people 
lost  their  savings,  their  homes  and  furniture,  their  farms,  and 
their  spirits  were  broken,  and  they  were  forced  to  stand  in  line 
for  charity?  We  know.  Yet,  at  that  time,  we  had  the  finest 
capital  equipment  in  the  world,  the  best  trained  labor  force 
and  the  most  efficient  transportation  system.  Those  who  still 
drew  wages  could  buy  plenty  of  food  and  goods  with  their 
earnings.  Our  dollars  were  good  for  all  the  materials  we  wanted 
to  buy  abroad.  Compared  to  Western  Europe  in  1948  we  were 
In  excellent  shape  in  1932. 

Charity  did  not  pull  us  out  of  that  depression.  A few  more 
years  of  nothing  but  charity,  and  a resentful  country  would 
probably  have  gone  far  along  the  road  to  permanent  regimenta- 
tion. From  the  receiver’s  viewpoint,  charity  is  humiliation  and 
frustration.  He  never  becomes  independent  through  it.  He  be- 
comes more  dependent. 

The  case  of  Greece  is  more  recent,  and  is  equally  in  point. 

40 


Since  the  end  of  the  war  Greece  had  received  only  relief  aid, 
a large  part  of  which  came  from  us.  It  was  not  enough  to  get 
the  country  started.  Greece  had  done  practically  none  of  the 
things  which  the  other  Western  nations  have  been  doing  to 
restore  their  economies.  It  had  failed  to  call  forth  any  great 
amount  of  national  effort,  had  failed  to  collect  taxes  and  customs 
duties,  had  failed  to  keep  valuable  dollars  in  the  country  for  its 
key  needs.  An  anti-Communist  Government  without  a recovery 
program,  found  itself  in  civil  war,  its  remaining  efforts  drained 
off  in  fighting  in  the  hills.  Relief  was  no  cure.  Waiting  for 
nature  to  remedy  all  its  ills  was  no  cure  for  Greece  either. 

Recovery  anywhere  has  to  be  all  across  the  board.  It  cannot 
be  confined  to  capital  goods,  or  to  consumer  goods  for  export. 
It  has  to  fight  inflation  by  producing  food  and  goods  that  can 
be  sold  at  home  to  the  workers.  When  any  one  part  of  this 
program  is  hurt,  the  whole  program  suffers.  It  is  different 
from  a relief  program  in  its  effects.  In  a relief  program  small 
funds  mean  more  hunger,  and  that  alone.  But  a recovery  pro- 
gram is  like  the  belt  line  in  an  automobile  factory.  A lack  of 
any  one  part  in  the  battery  section  or  the  brake  section,  or  any- 
where else,  completely  stops  the  whole  shop.  Many  small  busi- 
nesses have  plenty  of  ability,  labor  and  workspace,  but  fail 
for  lack  of  one  thing,  capital.  Only  a program  that  is  adequate 
in  all  respects  is  really  adequate  in  any  of  them.  Only  a fully 
adequate  program  will  prevent  the  people  on  both  sides  of  the 
Atlantic  from  being  disappointed  in  their  hopes  and  sacrifices. 

The  All  or  Nothing  Opposition 

An  even  more  extreme  form  of  opposition  is  that  of  the  per- 
fectionists, who  want  United  Nations  control  of  all  American 
aid  at  once,  or  no  aid  program  at  all.  Not  even  relief.  This 
is  the  all-or-nothing  opposition.  It  is  the  same  extremism  as 
that  of  the  ancient  Spartans  who  would  rear  perfect  children 
or  none  at  all,  and  killed  off  the  imperfect  ones.  Its  ideals  may 
or  may  not  be  high,  but  its  results  would  certainly  be  bloody. 

Translated  into  the  conditions  of  the  present  world,  this  form 
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of  perfectionism  means  that  no  help  at  all  will  be  given  to  Europe 
by  Congress,  either  by  this  or  any  other  Congress. 

This  means  in  turn  that  there  would  be  mass  starvation  in 
Europe.  It  means  freezing  millions  of  people.  It  means  political 
overthrows  in  almost  every  Western  European  nation.  It  means 
more  authoritarian  governments  of  the  Nazi  or  Communist  type. 
It  means  the  end  of  national  political  independence  all  over 
Western  Europe.  Only  a bold  man  would  dare  to  say  that 
these  events  would  not  bring  on  war  again  in  our  generation. 
In  some  other  world  this  all-or-nothing  attitude  about  European 
recovery  may  be  tenable,  but  in  our  world  today,  it  simply  and 
definitely  can  be  expected  to  mean  the  death  of  many  people. 
Not  all  the  kindness  in  any  man’s  heart  will  forgive  the  results 
in  human  misery  of  such  mental  confusion  as  that  being  ex- 
hibited by  the  perfectionists  today. 

There  is  no  record  that  the  Good  Samaritan  let  the  wounded 
man  die  because  his  surgical  equipment  was  incomplete. 

Management  for  Independence 

One  of  the  main  goals  of  the  recovery  program  must  be  that 
of  helping  the  participating  nations  to  be  strong  enough  eco- 
nomically to  keep  their  own  political  independence.  We  must 
manage  our  part  of  the  program  to  help  them  achieve  this  goal. 
We  must  in  no  way  burden  it.  These  nations  wish  to  be  free 
again,  after  suffering  from  long  war  years  of  privation  or 
foreign  control,  or  both.  They  should  never  in  any  way  be 
compelled  by  us  to  give  up  their  right,  by  democratic  methods, 
to  change  their  political  or  economic  institutions.  They  should 
particularly  never  be  asked  to  change  them  in  behalf  of  the 
commercial  advantage  of  another  nation,  whether  that  other 
nation  be  the  United  States  or  the  U.S.S.R.  They  should,  of 
course,  never  be  asked  to  change  them  in  behalf  of  any  com- 
mercial group  in  any  other  nation,  such  as  a large  private  cor- 
poration in  the  United  States  or  a state  trust  in  the  U.S.S.R. 

The  history  of  Nazi  control  of  Eastern  and  Western  Europe 
was  a long  record  of  economic  and  political  control  which 
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drained  the  dependent  nations  dry  for  the  benefit  of  Germany, 
and  which  made  all  their  citizens  extremely  conscious  of  the 
dangers  of  foreign  control  of  their  own  resources,  their  eco- 
nomic and  political  institutions.  In  addition,  the  past  many 
years  of  European  life  are  vivid  with  memories  of  the  way  in 
which  the  large  economic  groups  of  corporations  and  cartels 
both  limited  production  to  produce  an  economy  of  scarcity  at 
the  expense  of  the  consuming  public.  They  also  joined  with  all 
the  reactionary  and  Fascist  elements  in  their  own  countries 
and  in  Nazi  Germany  to  pillage  their  nations  for  the  benefit  of 
German  cartels  and  the  German  war-machine. 

On  top  of  these  events,  there  has  been  a steady  and  increasing 
flood  of  Russian-controlled  press  and  radio  comment  in  several 
European  countries  to  the  effect  that  United  States  foreign 
policy,  and  the  European  Recovery  Program,  are  intended  to 
substitute  American  national  and  private  commercial  control 
for  German  national  and  commercial  control.  This  campaign 
has  fed  well  on  our  alarmist  and  belated  program  for  Greece, 
which  was  in  terms  of  tanks  as  well  as  tractors. 

But  the  European  Recovery  Program  is  different.  It  is  basi- 
cally a cooperative  job  in  which  the  people  of  the  sixteen  par- 
ticipating nations  are  asked  by  their  governments  to  work 
harder  than  ever  before  and  to  do  so  while  they  are  still  par- 
tially hungry  and  partially  cold.  The  American  contribution 
represents,  at  best,  three  percent  of  the  total  American  pro- 
duction, while  the  European  part  of  it  represents  much  more 
effort  than  Europe  can  reasonably  be  expected  to  produce. 

It  is  therefore  essential  that  the  American  end  of  the  pro- 
gram’s management  be  clean  of  any  suspicion  of  turning  Euro- 
pean needs  into  private  American  advantage.  Neither  the  Amer- 
ican people  nor  the  Western  European  people  will  support  a 
program  that  utilizes  American  funds  and  sacrifices  to  produce 
private  gain  for  any  American  groups,  or  that  substitutes  Amer- 
ican political  control  for  the  independence  of  Western  Europe. 

One  result  of  our  aid  and  their  efforts  is  that  some  of  these 
nations  will  again  become  our  competitors  in  the  world’s  markets. 
We  have  a choice  between  making  solvent  competitors  out  of 
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them  or  making  them  into  non-competitors  who  are  insolvent. 
We  can  stand  the  competition  far  better  than  we  can  stand  the 
results  of  their  insolvency. 

Management  for  C ooperation 

The  European  nations  can  only  secure  their  political  inde- 
pendence through  economic  independence.  They  must  have  an 
operating  economy.  Probably  no  one  of  them  is  large  enough 
to  have  such  an  economy  separated  from  that  of  its  neighbors. 
That  means  cooperation.  It  means  a constant  integration  of 
each  nation’s  program  with  those  of  the  others.  It  means  help- 
ing out  with  critical  supplies,  as  the  United  Kingdom  is  now 
doing  by  selling  coal  to  Europe  for  weak  currencies  instead 
of  to  Argentina  for  dollars.  It  means  joint  planning  for  the 
steel  and  chemical  industries  of  the  various  countries.  It  means 
jointly  operated  electric  powrer  systems  of  the  type  proposed 
which  includes  tying  together  plants  in  Italy,  Switzerland, 
France,  Germany  and  Belgium.  It  means  cooperative  work 
on  currency  stabilization. 

These  nations  naturally  do  not  wish — and  should  not  be  asked 
— to  make  their  economic  life  permanently  dependent  upon  any 
great  power.  The  American  end  of  the  management  of  the 
European  Recovery  Program  should  at  all  times  make  our  agree- 
ment with  this  goal  clear  to  them,  and  should  operate  in  ac- 
cordance with  it. 

One  way  for  them  to  secure  a better  operating  economy  than 
Western  Europe  has  had  in  the  past,  is  through  the  creation  of 
a large  tariff- free  trading  area,  similar  to  that  which  has  ob- 
tained in  the  United  States.  The  Allied  emphasis  after  World 
War  I on  independent  nations,  without  regard  for  their  workable 
economic  status,  was  a major  reason  why  Germany  could  become 
the  economic  and  political  master  of  Europe  in  the  late  1930’s. 

Steps  toward  reintegrating  European  trade  with  the  rest  of 
the  world  are  being  taken.  The  sooner  these  become  effective, 
the  easier  will  be  the  task  of  both  European  and  American  man- 
agement of  providing  for  adequate  investment  in  major  produc- 
ing facilities.  As  long  as  the  possibility  exists  that  sudden  tariff 
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changes  can  limit  markets  at  any  moment,  and  force  purchasing 
nations  on  to  higher  cost  suppliers,  no  basic  economic  stability 
can  be  obtained  in  Western  Europe.  Nor  can  new  factories  be 
located  most  advantageously  in  relation  to  the  whole  European 
economy. 

The  American  end  of  the  management  should  therefore,  at 
all  times,  make  it  clear  to  the  participating  nations  that  the 
United  States  is  in  no  way  interested  in  dividing  Europe,  eco- 
nomically or  politically,  but  that,  on  the  contrary,  it  will  actively 
encourage  all  steps  that  will  make  Western  Europe  a more  work- 
able entity,  and  a part  of  the  whole  world  economy. 

Management  for  Efficiency 

Congress  is  discussing  ways  that  will  guarantee  to  the  Ameri- 
can public  that  their  aid  is  used  properly.  The  problem  here  is 
to  obtain  this  result  without  injuring  the  political  independence 
of  the  nations,  and  without  hampering  their  difficult  efforts  to 
become  self-supporting  again.  A reasonable  follow-up  of  the 
uses  to  which  aid  is  put  will  be  accepted.  It  would  be  better  to 
have  a joint  European- American  follow-up  rather  than  a single 
American  examination. 

It  is  to  be  hoped  that  the  European  participants  in  this  pro- 
gram will  want  to  call  on  the  best  America  has  to  offer  in  en- 
gineering and  business  management.  However,  if  these  were  to 
be  imposed  by  our  government  as  conditions  of  the  program, 
they  would  be  resented  rather  than  accepted.  In  the  same  way 
we  cannot,  and  should  not,  seek  to  impose  all  the  patterns  of 
American  twentieth  century  industry  and  financing  on  them  as  a 
condition  of  the  program.  Most  of  them — unlike  Greece — have 
found  it  necessary  to  impose  controls  and  obtain  privation  from 
their  people.  Our  own  peculiar  modification  of  the  free  enter- 
prise system  might  or  might  not  help  them  at  this  moment  of 
crisis.  But  if  it  were  forced  upon  them,  it  would  certainly 
not  be  given  its  best  opportunity  to  function. 

It  will  be  efficient  management  of  the  program  to  help  them 
to  economic  and  political  independence  without  forcing  our 
favorite  patterns  on  them.  When  they  have  obtained  these  goals, 
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they  can  make  their  choice  between  various  types  of  freedom  in 
a democratic  way — not  under  compulsion. 

The  Mechanics  of  Management 

Congress  has  given  considerable  attention  to  the  possible 
administrative  mechanisms  that  will  work  best.  The  Herter 
Committee  of  the  House  was  not  overly  impressed  with  the  busi- 
ness knowledge  and  efficiency  of  some  of  our  foreign  service 
personnel.  It  urged  a separate  organization,  outside  the  State 
Department.  The  Secretary  of  State,  however,  has  insisted 
that  the  State  Department  must  have  the  fundamental  control, 
because  economic  and  political  policies  are  always  tied  together. 
These  conflicting  views  are  important. 

The  experience  in  Greece  of  a program  completely  under  two 
groups,  both  inside  the  State  Department,  has  not  wrorked  out 
well.  The  war-time  experience  of  the  Board  of  Economic  War- 
fare, was  not  good  either.  Its  high  policy  was  decided  by  a 
cabinet  board,  on  which  the  Secretary  of  State  was  represented. 
However,  there  was  a great  deal  of  running  conflict  between  the 
Board,  in  its  actual  operations,  and  the  Department  of  State. 
Necessary  war  action  seemed  often  to  be  delayed.  Our  last 
experience  was  with  an  international  aid  organization,  the 
United  Nations  Relief  and  Rehabilitation  Administration.  Here 
the  State  Department  controlled  actions  only  through  control  of 
American  passports  and  personnel  and  cables.  UNRRA  fail- 
ures were  not  due  to  conflicts  of  administration  with  the  State 
Department. 

Probably  the  most  effective  administration  of  the  program, 
on  the  American  side,  can  be  secured  by  setting  up  a separate 
control  board.  Its  policies  should  be  supervised  by  a cabinet 
committee  with  members  of  Congress  as  observers  and  advisers. 
But  it  should  report  directly  to  the  President,  and  lie  should 
make  the  job  of  deciding  any  policy  conflicts  with  the  Depart- 
ment of  State  a day-to-day  matter.  Few  other  decisions  that 
will  come  before  him  are  as  important  for  peace. 

This  board  should  see  that  the  American  people  are  kept 
advised  of  progress  and  lack  of  it.  All  agreements  with  any 
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nations  concerning  the  program  should  be  published  promptly. 
More  attention  should  be  given  both  by  Congress  and  the  Ad- 
ministration to  telling  our  people  what’s  what  and  why.  As  a 
part  of  this  job,  an  advisory  group  of  citizens  from  all  walks 
of  life,  particularly  representatives  of  the  popular  groups,  should 
be  constituted.  They  should  have  a chance  to  contribute  their 
judgments.  They  should  be  required  to  spend  a considerable 
part  of  their  time  watching  the  program  work  in  Europe,  and 
reporting  back  on  it.  This  popular  advisory  committee  should 
be  as  much  a part  of  our  own  efforts  as  were  the  Friendship 
trains.  These  plain  people  could  be  among  our  best  ambassadors 
to  a puzzled  and  hardworked  Europe. 

The  European  part  of  the  program  should  be  under  a joint 
committee  of  the  type  already  worked  out  by  the  participating 
nations  in  the  C.E.E.C.  This  is  a cooperative  job,  and  it  is  to 
the  interests  of  each  nation  to  see  that  all  parts  of  the  program, 
in  all  countries,  work  out  well.  This  requires  an  international 
administrative  organization.  The  C.E.E.C.  could  easily  be  re- 
formed into  such  an  operating  agency.  The  United  States 
agency  could  work  with  it. 

Partnership  With  the  United  Nations 

This  recovery  program,  once  it  is  adequate  and  clearly  disin- 
terested, can  be  expected  to  strengthen  the  United  Nations  im- 
measurably. The  sixteen  participating  nations  will  be  inde- 
pendent, not  our  muted  voices  or  Russia’s  muted  votes  in  that 
body.  They  will  be  strong  enough  to  resist  both  our  encroach- 
ments and  Russia’s  encroachments  on  their  political  independ- 
ence. That  will  be  a great  step  forward.  The  United  Nations 
can  grow  only  as  long  as  it  is  not  turned  into  a continuous  con- 
flict between  two  major  contenders.  If  the  recovery  program 
fails  to  be  adequate,  and  Western  Europe  has  to  turn  to  complete 
dependence  on  the  East,  the  United  Nations  will  crumble  along 
with  Western  Europe. 

The  United  Nations  should  be  brought  into  the  program  at 
the  earliest  opportunity.  While  neither  the  Administration  nor 
Congress  can  be  blamed  for  their  decision  not  to  invite  the  United 
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Nations  into  the  management  of  the  program  at  the  present 
moment,  that  decision  should  not  be  allowed  to  remain  per- 
manent. At  present,  the  Russian  group  of  nations  has  given 
public  and  continued  evidence  of  hostility  to  the  program,  and 
clear  evidence  of  willingness  to  defeat  it  whenever  possible.  As 
long  as  that  situation  continues,  it  will  not  be  any  favor  to  the 
people  of  Western  Europe  to  have  any  part  of  their  recovery 
made  dependent  on  hostile  vetoes  or  action  in  the  United  Nations. 

However,  there  is  some  reason  to  believe  that  the  Eastern 
European  nations  want  badly  to  resume  their  old  trade  with  the 
West.  They  may,  in  the  course  of  a few  years,  find  that  their 
own  recovery  programs  are  aided  by  the  recovery  of  Western 
Europe.  The  whole  picture  may  change  for  the  better — may 
even  change  fast.  Therefore,  it  is  proposed  that  we  do  three 
things:  (1)  Put  the  food  parts  of  the  program  under  the  Food 
and  Agricultural  Organization  of  the  United  Nations  at  once. 
It  is  equipped  and  ready  to  undertake  the  job.  (2)  Hold  open 
the  doors  of  trade,  loans  and  agreements  with  Eastern  Europe 
and  the  U.S.S.R.  all  through  the  recovery  program.  It  started 
with  an  open  door  to  them  and  that  door  should  stay  open.  (3) 
The  moment  that  they  are  willing  to  unite  their  own  recovery 
programs  with  those  of  Western  Europe,  Congress  should  ask 
the  United  Nations  to  begin  sharing  some  of  the  active  respon- 
sibility for  the  combined  programs. 

The  United  Nations,  in  spite  of  all  the  difficulties  and  di- 
visions of  opinion  that  beset  it,  is  still  the  best  hope  for  a United 
World.  It  is  a step  toward  that  United  World.  An  adequate 
recovery  program  in  Europe  will  remove  many  of  the  fears  that 
now  obsess  it.  A prosperous  world  is  much  more  apt  to  move 
forward  than  a poverty  stricken  world.  This  program  gives 
the  United  Nations  a real  chance. 

Our  Thinking  About  Peace 

Peace  is  not  simply  the  absence  of  wars.  It  is  a time  and 
condition  when  everybody  is  busy  doing  the  jobs  that  prevent 
wars.  Those  jobs  cover  all  fields,  and  extend  into  all  nations. 
They  have  to  do  with  the  same  things  that  made  our  own  country 
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great:  The  expansion  of  production,  the  spreading  out  among 
everybody  of  an  increasingly  higher  standard  of  living,  educa- 
tion in  cooperative  living,  clean  and  efficient  government  in 
which  all  the  people  participate  actively,  tolerance,  neighborliness, 
a deep  sense  of  the  value  of  human  life  and  the  dignity  of  people 
— all  people. 

To  aid  the  people  of  Europe  to  get  back  to  work  again  is  to 
help  them  to  join  us  in  these  activities  that  make  peace.  We  can 
* only  do  this  if  we  have  a clean  conscience  and  no  hidden  intent 
to  undo  our  good  work  by  narrow  self-interest. 

We  do  have  a real  and  active  interest  in  European  recovery, 
and  it  is  the  same  as  that  of  the  people  of  Europe  themselves. 
Their  economic  independence  means  their  political  independence. 
Their  political  independence  means  a stronger  United  Nations. 
It  lessens  the  chances  of  war.  This  is  their  self-interest  as  well 
as  ours.  Their  recovery  means  more  trade  for  us,  more  jobs, 
lower  prices  for  raw  materials  than  we  would  pay  if  all  their 
resources  were  under  a control  hostile  to  us.  But  these  are  all 
part  of  their  self-interest,  too.  They  will  gain  in  the  same  way. 
Our  interest  and  theirs  is  that  of  common  citizens  in  a world 
ridden  with  danger  and  fear. 

It  is  not  part  of  the  job  of  working  for  peace  to  make  this 
recovery  program  part  of  an  anti-Russian  crusade.  If  we  have 
to  make  military  gestures,  they  should  not  be  made  as  part  of 
this  European  Recovery  Program.  John  Foster  Dulles  put  it: 
“We  must  show  that  the  free  societies  can  generate  forces  for 
construction  which  will  render  impotent  these  Soviet  methods 
of  destruction.  That  will  be  no  easy  task.  . . . We  must  plan 
and  act  on  a grand  scale.  We  must  do  mighty  deeds  such  as  are 
usually  inspired  only  by  war  itself.  We  must  do  that  without 
generating  a war-like  spirit  or  striking  a military  posture  which 
will,  itself,  make  war  more  likely.  . . .38 

We  have  strong  and  real  differences  with  the  U.S.S.R.  They 
should  be  handled  with  conviction  and  firmness.  But  they  should 
be  threshed  out  beyond  the  boundaries  of  this  cooperative  effort. 
This  recovery  program  will  be  successful  only  to  the  extent  we 
do  not  allow  it  to  be  turned  into  another  Greek-Turkey  program 
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— a military  or  semi-military  effort.  This  recovery  program 
has  as  its  major  objectives  a living  and  independent  Europe, 
an  interconnected  world,  and  a stronger  United  Nations.  The 
moment  it  is  turned  into  a semi-military  program,  it  inevitably 
starts  moving  away  from  those  constructive  and  hopeful  goals. 
We  should  see  to  it  that  these  goals  are  guarded.  To  make  it 
clear  all  around  the  world  that  there  is  no  confusion  in  our 
minds,  the  recovery  legislation  should  be  amended  to  contain 
the  same  provision  that  the  emergency  appropriation  of  De- 
cember 1947  had:  None  of  these  American  funds  are  to  be 
used  for  arms  and  ammunition. 

Purposes  and  Management — Summary 

This  job  cannot  be  done  cheaply — a relief  program  only.  It 
will  fail  if  it  is  only  that.  It  will  cost  more  in  the  end  if  it  is 
only  that.  It  has  to  be  a recovery  program.  It  is  going  to  take 
more  help  and  more  years  than  the  Administration  has  been 
talking  about.  We  might  as  well  know  this  now  rather  than 
later. 

It  must  help  the  European  nations  to  get  and  keep  their  po- 
litical and  economic  independence.  We  can’t  do  that  by  bossing 
them — and  shouldn’t  try  it.  We  must  keep  it  clean. 

Their  cooperation  among  themselves  is  basic — a fine  founda- 
tion for  the  future.  Our  Government  should  help  manage  the 
plan  in  ways  that  will  promote  their  unity. 

Efficiency  is  important.  We  hope  that  they  will  take  all  the 
technical  help  we  can  spare.  But  trying  to  force  it  on  them,  or 
to  urge  our  favorite  economic  pattern  on  them  before  they  are 
past  their  crisis,  is  no  good. 

Mechanics — they’re  important,  too.  The  participating  na- 
tions ought  to  set  up  a joint  control  group.  Our  end  should 
be  handled  by  a separate  agency  (not  in  the  State  Department) 
with  cabinet  members  and  members  of  Congress  on  its  board. 
The  final  decision  should  be  with  the  President.  The  public 
ought  to  be  kept  well  informed  of  everything  important  all  the 
time.  A popular  advisory  committee  of  citizens  should  have  an 
active  part  in  watching  and  reporting  on  operations. 
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We  ought  to  bring  the  United  Nations  into  this — soon.  It 
will  strengthen  the  UN  to  have  the  European  nations  inde- 
pendent and  prosperous.  We  ought  to  bring  in  the  UN  as  soon 
as  the  U.S.S.R.  and  the  Eastern  European  nations  are  willing 
to  unite  their  recovery  programs  with  Western  Europe.  Mean- 
while we  ought  to  hold  all  doors  open — not  close  them. 

The  relation  of  this  program  to  peace  is  basic.  We  have  to 
do  some  hard  work  for  peace.  It  isn’t  going  to  come  easy. 
This  recovery  program  is  part  of  what  we  have  to  do.  We  can’t 
simply  act  tough  and  look  strong.  It  takes  more  than  that.  We 
don’t  want  only  grim,  fateful  foreign  policy.  We  want  con- 
structive ways  to  bring  peace  and  a stronger  United  Nations. 
Let’s  not  use  this  program  to  fight  Russia,  cold  or  hot.  Let’s 
keep  that  quarrel — and  it  is  a real  and  serious  one — off  to  one 
side  of  this  recovery  job.  No  recovery  funds  should  go  for  arms. 

Last — let’s  move  toward  recovery  fast.  No  Congress  is  going 
to  vote  a penny  to  keep  the  people  of  Europe  from  freezing,  or 
to  put  them  on  their  own  again,  if  the  perfectionists  obstruct  it. 
The  perfectionists  are  insisting  that  American  funds  should  be 
withheld  unless  the  U.S.S.R.  has  a chance,  in  the  United  Na- 
tions, to  obstruct  their  expenditure.  That  would  simply  mean 
chaos,  hunger,  freezing  of  millions.  It  would  break  down  the 
United  Nations.  Let’s  take  first  things  first,  and  act  with  both 
our  hearts  and  our  heads  instead  of  with  all-or-nothing  neg- 
ativism. 

Finally,  we  can’t  be  absolutely  certain  that  we  have  the  ability 
to  bring  Europe  back  again  into  the  world  of  independence,  co- 
operation and  democratic  hope.  There  is  always  some  risk  that 
we  will  fail  for  lack  of  courage,  lack  of  vision,  lack  of  sacrifice. 
But  we  will  pay  more  heavily  for  our  failure  than  for  our 
effort.  This  program  is  worth  all  our  Nation  can  give  to  it. 
Recovery  in  Europe  is  America’s  great  hope. 


51 


FOOTNOTES 


‘Figures  developed  by  U.  S.  Bureau  of  Labor  Statistics.  Letter  from 
the  Commissioner  to  Senator  Murray,  January,  1948. 

‘Quoted  in  Journal  of  Commerce  (N.Y.)  January  27,  1948. 

5 Letter  from  President  McCloy  to  Senator  Vandenberg,  January  27,  1948. 
“The  conclusion  reached  by  the  Bank’s  staff,  as  shown  by  Annex  III, 
is  that  the  deficit  in  the  balance  of  payments  of  the  participating  na- 
tions and  of  Western  Germany  with  the  Western  Hemisphere  for  the 
first  year  of  the  program  will  be  in  the  order  of  magnitude  of  $7.6 
billion.  The  comparable  administration  figure  is  $6,753  billion.” 

* Commodity  Report  “Manpower,”  Chapter  L in  “European  Recovery 
Program”  (Executive  Branch)  p.  2-3. 

5 C.E.E.C.  Report,  Volume  2,  p.  442. 

“Trend  line  based  on  1932-37  (increase  in  industrial  activity  94.8%  change 
in  non-agricultural  employment  7.2  million)  ; 1938-40,  changes  40.4% 
and  3.0  million;  1940-1944,  changes  88%  and  7.6  million,  1937-1940 
changes  10.6%  and  0.9  million). 

7 Commodity  Report,  Chapter  K,  “Timber”  p.  31. 

8 Business  Week,  Dec.  13,  1947,  Jan.  3,  Jan.  10,  1948. 

“C.E.E.C.  Report,  Volume  2,  p.  159. 

“Idem.,  p.  133. 

11  Figures  given  by  Secretary  of  the  Interior  Krug,  in  letter  to  Senator 
Murray,  January  13,  1948. 

“ Commodity  Report  “Electric  Energy”  and  Federal  Power  Commission 
figures  for  U.  S.  production  in  1938  and  1947,  and  estimates  for  1951 
(an  increase  in  generating  capacity  over  1947  of  13,200,000  kilowatts, 
here  translated  into  energy  production  on  a 60  percent  load  factor.) 

13  Calculations  based  on  figures  given  by  Under  Secretary  of  Agriculture 
Dodd,  in  letter  to  Senator  James  E.  Murray,  Jan.  22,  1948. 

14  Commodity  Report  “Agricultural  Machinery”  Table  3. 

“ Idem.,  Table  4. 

“ Report  of  the  President’s  Committee  on  European  Recovery  and  Foreign 
Aid,  p.  148. 

17  This  figure  is  based  on  the  calculations  of  Crowther  and  Yates  in 
“Fertilizer  Policy  in  Wartime,”  British  Empire  Journal  of  Experi- 
mental Agriculture  (1941).  Their  figures  indicate  that  in  Western 
Europe,  50  pounds  of  potash  (KiO),  used  with  manure,  can  be  ex- 
pected to  increase  potato  production  by  0.52  MT  or  1,144  pounds.  So 
1 MT  KaO  can  bring  an  increase  of  50,336  pounds  of  potatoes  or  22.88 
MT.  The  average  pre-war  yield  of  potatoes  in  the  participating 
nations,  according  to  F.A.O.  figures,  was  165.6  quintals  per  hectare, 
or  16.65  MT  per  hectare,  which  is  6.7  MT  per  acre.  (1  hectare  equals 
2.471  acres). 

The  total  amount  of  potash  required  from  Eastern  Germany  is 
2,474,000  MT  over  the  four  year  period.  This  is  the  equivalent  of 
56,605,120  MT  of  potatoes.  This  production  would  require  8,448,500 
acres  over  the  period,  or  2,112,125  acres  annually  for  four  years.  If  this 
acreage  were  devoted  to  bread  grains  (wheat  and  rye)  which  in  the 
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pre-war  period  were  produced  at  the  rate  of  1.51  MT  per  hectare  or 
0.611  MT  per  acre,  the  resultant  production  would  be  (over  the  four 
year  period)  5,162,033  MT  of  grain.  Calculated  at  38  bushels  per 
MT  this  would  amount  to  196,157,254  bushels  of  bread  grain,  which 
is  rounded  in  the  text  to  196,000,000  bushels. 

18  Report  of  the  President’s  Committee  on  European  Recovery  and 
Foreign  Aid,  p.  138,  estimates  that  one  ton  of  nitrogen  produces  twelve 
additional  tons  of  grain. 

18  Idem.,  pp.  139-40.  The  Committee  stated : 

“Ordnance  plants  at  Etter,  Texas;  Henderson,  Kentucky;  and  Mor- 
gantown, West  Virginia,  are  being  used  by  the  Army  to  produce 
synthetic  ammonia,  which  is  processed  at  other  locations  into  grained 
ammonium  nitrate  for  shipment  to  occupied  zones  of  Germany, 
Japan  and  Korea.  This  decentralized  operation  requires  the  move- 
ment of  anhydrous  ammonia  by  high-pressure  tank  cars  to  solution 
plants,  and  the  movement  of  the  solutions  to  graining  plants.  Costs 
are  very  high  and  due  to  the  inadequate  supply  of  high  pressure 
tank  cars  the  plants  are  not  being  operated  at  full  capacity.  Increased 
production  could  be  achieved  and  savings  in  production  costs  could 
be  accomplished  by  installing  at  the  ammonia  plants  equipment  to 
permit  integrated  production  of  finished  fertilizer. 

“There  is  an  uncompleted  ammonia  unit  at  Etter,  Texas  (Cactus) 
which  could  double  the  output  at  that  plant  if  put  into  operation. 
There  are  also  available  for  disposal  at  the  Louisiana,  Missouri, 
Ordnance  Works  two  ammonia  units  having  a combined  capacity  of 
100  tons  per  day. 

“In  view  of  these  conditions  it  is  recommended  that  the  following 
actions  be  taken  at  the  earliest  possible  time: 

(1)  Establishment  of  full  production  from  the  presently  unused 
synthetic  ammonia  capacity  owned  by  the  Government. 

(2)  Construction  of  facilities  required  at  these  plants  to  permit 
the  production  of  finished  fertilizer-grade  nitrogenous  materials  in 
integrated  operations.  Consideration  should  be  given  to  the  possible 
production  of  urea  compounds  in  addition  to  ammonium  nitrate  and 
ammonium  sulfate. 

(3)  Sale  or  lease  to  private  interests  of  the  Government-owned 
facilities  with  provisions  to  assure  continued  production  and  avail- 
ability from  them  of  fertilizer  materials  for  such  times  as  the  need 
continues.  If  this  cannot  be  effected,  then  continue  Government 
operation  as  an  emergency  measure. 

“Sustained  production  from  these  facilities  will  be  of  benefit  to 
United  States  farmers  long  after  the  Marshall  Plan  period.” 

“Totalled  from  figures  in  ERP  Supplements  to  Commodity  Reports,  by- 
fiscal  years. 

21  Estimated  at  12  percent  of  the  total  breadgrain  imports  given  in  the 
ERP  Supplements  to  Commodity  Reports,  by  fiscal  years,  total  bread- 
grain  imports  69,595,000  metric  tons. 

22  Average  value  figure  for  breadgrains  totalled  from  ERP  Supplements 
by  fiscal  years  $88.36  per  MT. 

23  C.E.E.C.  Report,  Volume  2,  pp.  165-66. 

24  Values  assumed  in  CEEC  Report,  coal  f.o.b.  Poland  $15,  f.o.b  United 
States  $9. 
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25  Report  of  President’s  Committee,  p.  181. 

28  ERP  Supplements  to  Commodity  Reports,  by  fiscal  years. 

27  Commodity  Report,  Chapter  B “Fertilizer,”  p.  3. 

28  Idem  p.  11. 

“C.E.E.C.  Report,  Volume  2,  p.  115. 

80  Idem  p.  33. 

31  Executive  Branch  “Outline  of  an  European  Recovery  Program,”  p.  99, 
mimeographed  edition. 

32  Foreign  Affairs,  October,  1947. 

33  Hearings  before  U.  S.  Senate  Committee  on  Foreign  Relations  January 
16,  1948,  Record  pp.  1059-1060. 

31  Statement  by  Mr.  Dean  Acheson  at  Atlantic  City,  January  21,  1948. 

35  Letter  from  Secretary  Krug  to  Senator  James  E.  Murrav,  January  30, 
1948. 

“As  to  potash,  an  estimate  of  the  cost  of  producing  an  additional 
200,000  tons  annually  would  depend  upon  whether  you  started  a new 
operation  or  added  to  present  producing  facilities.  In  the  first  instance, 
exploration,  railroad  and  other  facilities  would  be  required.  In  this 
case,  probably  an  amount  in  the  order  of  about  $15  million  would  be 
necessary  to  secure  200,000  tons  of  new  capacity.  To  add  to  existing 
facilities,  perhaps  half  of  this  amount  would  be  necessary.” 

33  Idem.  No  exact  figure  was  given  in  this  letter.  The  figure  of  $20,000,- 
000  is  believed  to  be  over-all  and  inclusive.  Secretary  Krug  said:  “I 
am  informed  that  of  the  four  plants  mentioned  by  the  (Harriman) 
Committee,  the  Cactus  plant  at  Etter,  Texas,  could  be  doubled  in 
capacity  in  accordance  with  original  plans.  . . . This  would  in  effect 
increase  the  nitrogen  output  of  the  plant  by  60,000  tons  annually.  I have 
no  estimates  for  this  project  available,  but  understand  that  it  would 
require  several  million  dollars.” 
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